


OW ae Bi 
oWALL STREET 


om ease ee oe AS ot 


ell 


JANUARY 26, 1952 ) 75 CENTS 











DAN 28 *072 
LOS ANGELZS PUBLIC Fe ARY 








A REALISTIC APPRAISAL OF 
TRUMAN’S PROGRAM AND BUDGET 


— HOW FAR WILL CONGRESS GO ALONG? 
By E. A. KRAUSS 


A TIMELY REAPPRAISAL OF 
LOW-PRICED STOCKS 


— WHICH FAVORABLY SUITED — WHICH 
UNFAVORABLY — WHICH DYNAMIC 
By J. C. CLIFFORD 


* 


UTILITY SHARES AS 
DEFENSIVE INVESTMENTS TODAY 


By EDWIN A. BARNES 


" .amazing how this NEW automatic 


tax-computer 


cuts costs !" 


"Yes, this NEW National instantly computes payroll tax deductions!" 


This NEW National Pay- 
roll-Accounting Machine 
cuts costs to a NEW low 
with NEW time-and- 
cy money-saving features. 
NEW! Automatic Multiple-Tax Computer . . . instantly 
computes variable tax deductions, eliminating this 
costly pre-payroll work. 
NEW! Automatic control of Federal Insurance Con- 
tribution deduction limit. 
NEW! 4 to-date-balances of Earnings and Deductions 
... With total hours-to-date available. 
NEW! 15 classification totals for Earnings and De- 
ductions. 


NEW! 50 Totals .. . forty-six available for direct Anal- 
ysis and Distribution. 





PLUS many other National features that slash ac- 
counting costs . . . eliminate overtime . . . simplify 
payroll work. 

There are National Machines suited to every 
type of business ... large or small. National 
Machines soon pay for themselves out of the 
money they save (often the first year) then con- 
tinue these savings as handsome profit every year. 

Let the local National representative ...a 
trained systems analyst . . . show you how much 
you can save with the National Accounting Ma- 
chine, Cash Register or Add- 
ing Machine suited to your 
needs. Or write the Company 
at Dayton 9, Ohio. 





THE NATIONAL CASH REGISTER COMPANY 


ACCOUNTING MACHINES 
CASH REGISTERS e ADDING MACHINES 
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CLARK 


EQUIPMENT 


FOR MATERIALS HANDLING 


You multiply many times 

the work that men alone 

can do, and get better satisfied 
men—by installing CLARK 
materials handling machines. 
You cut down accidents, 
double or triple storage capacity 
and make substantial savings. 
It’s the simple, sound, 
wholly practical way to 
compensate for the 
manpower shortage. 
Consult the CLARK dealer 
—see the Yellow Pages 
of Phone Directory; 

or write us. Clark 
Equipment Company, 
Battle Creek, Michigan. 


Products of CLARK EQUIPMENT 


TRANSMISSIONS — AXLES— AXLE HOUSINGS for 
Trucks, Buses, Industrial and Farm Tractors — FORK- 
LUFT TRUCKS—POWERED HAND TRUCKS AND INDUS- 
TRIAL TOWING TRACTORS for Materials Handling. 










UTAH POWER 


& 
LIGHT CO. 





Serving in 
UTAH e IDAHO 
WYOMING e COLORADO 


A Growing Company in @ Growing Wes* 








TEE TAS A RD ena RRS mR aE 


JANUARY 26, 1952 








COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at a 
meeting held January 10, 
1952, declared a quarterly 
dividend of $1.06% per share 
on the $4.25 Cumulative Pre- 
ferred Stock of the company 
payable February 15, 1952, 
to stockholders of record 
February 1, 1952. 
A. SCHNEIDER, 
Vice-Pres. and Treas. 
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Oxygen bubbled through molten 
Stainless steel scrap, removes 
impurities and reclaims badly 
needed nickel and chromium. 













how cold é 


“DRY ICE” (Solid CO» gas) refrigerates 
your blood donation to preserve its life- 
giving effectiveness during its flight overseas. 
This same gas also sparkles soft drinks, 
and helps keep food fresh. 


at the frontiers of progress youll find 


" as . 5S . oe ; ; 0) 
It’s a long step from reclaiming highly critical nickel and chro- Divisions of Air Reduction Company, Incorporated, C 
g P § Aignl) 


* ; : nat 
mium to the refrigeration of whole blood — yet Air Reduction takes AIR REDUCTION SALES COMPANY, AIR tas 
it in stride. 


REDUCTION PACIFIC COMPANY, AIR RE- tin 
Why? Because Airco’s business is the business of America — a cor- DUCTION MAGNOLIA COMPANY... Indus- ing 
porate family that contributes to the basic activities of American trial Gases, Welding and Cutting Equipment ta. 
life and industry —a corporate family that depends on each in- * AIRCO EQUIPMENT MANUFACTURING tay 
dividual member for the techniques and knowledge to benefit indus- DIVISION * NATIONAL CARBIDE COM- pe 
tries as diverse as aircraft manufacture and food packaging... PANY ... Calcium Carbide * OHIO CHEMI- eri 
medical therapy and shipbuilding. CAL & SURGICAL EQUIPMENT COMPANY, nie 
In fact, wherever progress is racing ahead, not inching to new OHIO CHEMICAL PACIFIC COMPANY . . . , 

frontiers, you'll find an Air Reduction Product. Medical Gases — Apparatus — Hospital sy 
Equipment * PURE CARBONIC COMPANY if 

















GRCO) AiR REDUCTION COMPANY, INCORPORATED | company international... . export + 


AIR REDUCTION CHEMICAL COMPANY. 





. .. Carbonic Gas and “'Dry-Ice"’ * AIRCO E 
EB 
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Industry 


Business 


The Trend of Events 


PRIORITY BUSINESS . Congress has returned to 
Washington with many things on its mind, chiefly 
having to do with politics. For prominent matters 
like defense, taxes and foreign aid, there will be no 
lack of congressional attention. For others like Mr. 
Truman’s Fair Deal measures, dragged out again in 
his messages to Congress, there will be little chance 
as outlined elsewhere in this issue. The Fair Deal 
may still serve as a campaign platform but as a 
legislative program it is moribund, for this Congress 
at least. The surest proof lies in openly or privately 
expressed comments of many Democratic legislators. 

But there is one subject, vitally important though 
hardly spectacular, which Congress might profitably 
deal with despite its desire to wind up the session as 
rapidly as possible. It is action on the balance of the 
Hoover Commission recommendations. 

The Hoover Plan for government reorganization 
has been on the docket for two years and it should 
be seen through. Some of its recommendations have 
been adopted, saving the country an estimated $2 
a year. Other parts, figured to save another $2 billion 
annually, are still not acted on. It is up to the 82nd 
Congress to do so, and it is in the interest of the 
nation and of the taxpayers 


hence we are not sanguine about congressional action 
during the present session. It could happen, though, 
if taxpayers take time out to insist. This year, with 
an important election ahead, they are in good posi- 
tion to do so. 


NOT THE BEST REMEDY .. . We understand that the 
United Auto Workers Union has appealed to the 
Federal Government to do something about the 
spotty, but painful enough unemployment situation 
in auto industry centers. Their reasoning is that 
after all the Government caused it, so let it provide 
a remedy. And the union-proposed remedy is that 
the Government adopt an eight-point program which 
includes among another things Federal supplements 
to state unemployment compensation benefits to 
guarantee laid-off workers the equivalent of 40 hours 
pay per week for the duration of their unemploy- 
ment. 

The grievance of the auto workers is understand- 
able enough. Their complaint is that inefficient mo- 
bilization planning has resulted in a cut-back in 
civilian production at a more rapid rate than the 
increase in defense production, hence the lay-offs be- 
fore the workers have a de- 





that it be done speedily. At a 


fense job to go to. There is 


time when Government spend- 
ing is immense and _ higher 
taxes are again bruited about, 
taxpayers have a right to ex- 
pect utmost economy in Gov- 
ernment. It should not be de- 
nied to them. 

_ Unfortunately this is a sub- 
ject that apparently has little 
if any political sex appeal, 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








certainly some truth in this. 
Planning has been anything 
but efficient. But the great dif- 
ficulty is that even the best 
planners cannot cut off the 
materials supply to one place 
at exactly the moment it is 
needed elsewhere. It looks 
even less feasible if one con- 
siders the many materials and 
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components in short supply, each one u key item in 
production. Under official planning, the job is will 
nigh impossible, and hence certain disruptions and 
dislocations are unavoidable. It could be done only 
if the switching of supply were left in the hands of 
the producers. In that case, the auto industry, as an 
example, probably wouldn’t cut down until the de- 
fense producers actually began to take their extra 
steel, copper or what have you. 


Unquestionably the idle auto workers have a 
reasonable complaint but we doubt whether asking 
the Government .for extra compensation would be a 
good remedy. Instead they should insist on better 
planning, cutting transitional unemployment to the 
minimum. 


Transitional unemployment exists in other indus- 
tries, mostly due to forced cutbacks, and effected 
workers would have the same right to ask for addi- 
tional compensation. The demand could easily spread 
to such “depressed” lines as the textile industry 
where unemployment is widespread. While it is not 
due to direct Government intervention but rather to 
lagging consumer demand, it might not be too diffi- 
cult—particularly in an election year, to convince 
Washington that the slump in textiles can be traced 
to some defense-connected causes, thus extra com- 
pensation is in order. Where a successful attempt of 
this sort would lead is not difficult to imagine. 


Hence we repeat that pleading for the type of re- 
lief asked by the Auto Workers Union is hardly the 
best remedy. Better planning, thereby reducing tran- 
sitional unemployment to a minimum, is the only 
practical answer. We are sure much can be done 
along these lines, particularly by accelerated place- 
ment of defense contracts in areas where unemploy- 
ment exists, or threatens. 


THE TIDELANDS OIL ISSUE .. . The important tide- 
lands oil bill may soon come up for discussion on the 
floor of the Senate, since the Interior Department 
apparently is giving favorable consideration to a 
resolution by Senator Tom Connally expediting such 
action. Last year, the bill passed the House with a 
two-for-one majority. Under this bill, individual 
states would be given ownership of all off-shore 
lands. 

The necessary legislation probably would have 
been enacted last year had it not been for the Su- 
preme Court ruling refusing to review a decision 
handed down by a lower court which had previously 
granted ownership of these lands to the Federal 
Government rather than to the states. Hence the 
new attempt to solve this long-standing and vexing 
problem. 

Prior to the ruling, the states had jurisdiction and 
the oil companies, consequently, had a clear legal 
basis on which to operate. The uncertainties of the 
past several years, however, which have witnessed 
endless litigation, has contrived to place the com- 
panies in a position where they could not safely go 
ahead with off-shore drilling activities. The situa- 
tion is now especially acute because of the pressing 
need to develop the nation’s oil resources, and neces- 
sarily has a direct bearing on the future of oil devel- 
opment along the shores of the Gulf Coast, where 
very extensive projects are being held in abeyance. 
This is particularly unfortunate since past experi- 





profitably in many localities. 

The essential fact in this situation is that the oi] 
industry would prefer to operate under state juris. 
diction rather than that of the Federal Government, 
There are two general reasons for this preference: 
One is that the industry has little confidence in Gov. 
ernment regulations emanating from a_ typical 
bureaucratic headquarters, distant from the scene 
of activity, and overwhelmed with a sense of its 
power. The other is that the industry finds it more 
efficient to operate under state supervision since the 
state authorities possess a more complete under. 
standing of local conditions and are, therefore, in a 
better position to cope with the practical problems 
of operation as they arise. 

There are some who cynically assert that the real 
reason for the industry’s desire for state regulation 


is that they can more easily “control” state legisla. 


tures than the Federal Government and, hence, 
would be in a better position to secure favorable 
terms for itself. This is one of those glib conclusions 
that can easily be disproved. An illustration is the 
enduring quality of supervision offered by the Texas 
Railway Commission, which has the duty of regulat- 
ing oil production and prices in that state. This 
Commission has in its many years of existence shown 
a stern sense of duty to the public, and at the same 
time has preserved the legitimate interests of the 
oil industry. The State of California has an equally 
good record in this respect. We do not doubt that if 
legislation is passed giving control of their off-shore 
lands back to the states, the public interest will be 
well served, at the same time that the industry is 
permitted to make its needed contribution, at a fair 


profit to itself and to the benefit of the nation as a 


whole. 


STILL NO STABILITY .. . France has a new premier, 
the 15th in the less than six-year existence of the 
Fourth Republic, but still no guarantee of a stable 
government despite the substantial majority vote 
in favor of the new chief. Edgar Faure, former 
Minister of Justice in the preceding Pleven Govern- 
ment. The top-heavy majority vote—401 to 101— 
was brought about by the last minute support of the 
Socialists; only the Communists voted in opposition. 
Mr. Faure, one of the youngest premiers in French 
history—he is only 483—succeeded in rallying the cen- 
ter parties around his program for continuation of 
the rearmament effort within the framework of 
Western defense and prosecution of the war in Indo- 
China until an honorable settlement can be reached. 

Unfortunately, Mr. Faure’s position is not as se- 
cure as the big vote in his support appears to indi- 
cate. Forming a Government is his first immediate 
task and if he is able to do so, it will not differ 
greatly from that of his predecessor which resigned 
two weeks ago. In view of the Socialists’ conditional 
support, it appears unlikely they will participate in 
it. At least they let it be known that they will again 
stand aloof and might swing to the opposition at any 
time. This being so, the new Government would 
again become an hour-by-hour proposition trying to 
hold together a loose center coalition. 

(Please turn to page 496) 
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ence in California, where off-shore drilling has been 
successful, has shown that similar geological forma. — 
tions directly off the Gulf Coast can be exploited — 
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By CHARLES BENEDICT 


OMINOUS CLOUDS OVER SOUTHEAST ASIA 


Y t is more than obvious that the Far East will 
continue to offer grave problems throughout 1952. 
Two ominous situations exist. The truce negotiations 
in Korea are completely deadlocked with the feeling 
growing that the Communists do not want a truce. 
The second is the massing of Chinese communist 
troops on the borders of Southeast Asia, suggesting 
that Peiping might be pre- 
pared to extend the war from 
Korea to Indo-China and 
elsewhere. 

If such designs exist, the 
continued pinning down of 
the U.N. forces in Korea 
would be a logical thing. To- 
day the communists are fight- 
ing the French in Indo- 
China, helping guerillas in 
Malaya where the British are 
putting up a stubborn but 
inconclusive fight, and cause 
trouble in Burma. The dan- 
ger that all these little wars 
may be turned into a single 
big war cannot be dismissed. 

There are other straws in 
the wind. Vishinsky has 
spoken of the moment when 
“events begin to take their 
course on the southeastern 
borders of China.” At the 
U.N. session in Paris, he ac- 
cused the United States of 
trying to start aggressive 
action in Indo-China, an ac- 
cusation generally viewed as 
cloaking aggressive commu- 
nist intentions. 

In the light of this new 
danger, the growing threat 
against British and French 
possessions and interests, we 
note that the preoccupation 
of these countries—in the 
past centering on Europe and 
rather lukewarm in the case 
of Korea—has suddenly 
veered toward the idea of 
concerted U.N. action in Southeast Asia, which 
— specifically, towards securing direct U. S. 

elp. 

Presumably it is the reason why the Washington 
talks with Churchill have brought American and 
British policy into closer alignment in the Far East 
though probably no hard and fast agreements have 
been reached. Nevertheless, the verbal warnings in 
the Truman-Churchill statement and Anthony Eden’s 
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speech seem to point in that direction though in 
themselves these will hardly be enough to deter the 
communists. Still it is understood that consideration 
is now given to the U.N. assuming more direct re- 
sponsibility, possibly through creation of an allied 
general staff to coordinate Asian defense. That of 
course would mean a great deal more American 
responsibility. 

So far, it appears, this 
country has made no specific 
commitments concerning its 
role in Southeast Asia. The 
military is dead-set against 
Vd pe? ending troops to Indo-China 

2 or elsewhere but is willing to 

Anal join in the formulation of a 
j Wy) Ni common western strategy. 
‘ ng ” Some observers believe that 

7S ed S this kind of undefined com- 
UO HS mitment may be more dan- 
oso gerous than a specific prom- 
ise. It was an undefined com- 
mitment which led the U.S. 
step by step into a full war 
in Korea. The same could 
happen in Indo-China—and 
once the Chinese communists 
launch an outright attack, 
the prospects of winning, or 
even holding Indo-China, 
may be just as grim as they 
are in Korea. The only chance 
may lie in taking direct 
measures against Red China. 

Right now, the allies are 
studying ways and means to 
back up their warning to Red 
China to keep their hands off 
Southeast Asia. The problem 
has changed somewhat, it 
seems. The French are weary 
of fighting, hence French 
officials are talking publicly 
about the possibility of an 
“honorable armistice.” The 
thought has support in the 
French parliament and 
among the French people. It 
could however merely be a means of pressuring us 
into still greater assistance. 

While our arms support to the French has been 
growing apace, a costly stalemate remains. The prob- 
lem is: How can the French maintain their hold on 
Indo-China? Or in different words: How much more 
support from the U.S. do they want, or will be 
necessary, to make them continue to resist? It is 
known that the French (Please turn to page 498) 
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Outlook For Appreciation In Selected Stocks 


More stocks advanced or held their ground over the last fortnight than declined. The 
performance remains highly selective, and mostly investment-dominated. The technical 
position appears reasonably healthy. The immediate business picture is satisfactory, with- 
out dynamic tendencies. The market influence of preparations for the heavy March 15 


tax payments remains to be seen. 


By A. T. 


Al majority of the common stocks traded on 
the Big Board advanced moderately or held steady 
over the fortnight since our last previous analysis 
was written. In general, net gains for the period were 
restricted, since some ground given up in three days 
of recession in the forepart of the week ended Janu- 
ary 12 had to be subsequently made up. Despite some 
exceptions, the rate of progress over the last six 
weeks or so has been slower than on the initial two 
and a half week rebound following the corrective 
phase from mid-October into the last week of 
November. 

However, that is pretty much a normal technical 
pattern. Stocks with average or above-average ap- 
peal to investors and traders usually rise fairly 
steeply for a time from intermediate lows, then 


MILLER 


slow down as a result of profit-taking and less 
aggressive demand as the upswing in prices carries 
on toward the vicinity of previous major highs. In 
the case of individual stocks and stock groups, the 
highs to date for the general cycle begun in mid- 
1949 are scattered all the way from the pre-Korean- 
war late spring of 1950 to the present week. 
Despite the retarding weight of stocks and groups 
with below-average appeal, most composite indexes 
or averages of stock prices are now fairly close to 
their best 1951 levels, even including the long-lag- 
gard railroad section; but a conclusive general test is 
not yet at hand. Most representative utility issues 
again recorded new highs since 1946 within the last 
fortnight, although a portion of these gains was 
yiven up in recent sessions preceding this writing. 


Healthy Technical Position Indicated 
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DEMAND FOR STOCKS 


AS INDICATED BY TRANSACTIONS 
AT RISING 
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MEASURING MARKET SUPPORT SS 


row MARKET IS A TUG-OF-WAR... CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS* 
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Trading volume has remained quite 
moderate, reflecting the continuing dom- 
inance of investment over speculative 
motivation in this market. Up to this 
340 writing the maximum daily volume seen 
on the rise since late November was at- 
tained December 7 on the initial rebound 
in prices; that was well under the turn- 
over seen on strength last September- 
300 October ; and the latter was much under 


320 


that developed in the most speculative 
280 phase of the major upward trend, run- 
ning from early-Decemher, 1950, into 
260 February of last year. Depending on 


psychological factors, it remains to be 
seen whether run-of-the-mill cyclical- 
type and low-priced stocks, and trading 
volume, will get any material lift from 
220 a revival of more speculative tendencies. 


24o 



































MEASURING INVESTMENT AND SPECULATIVE DEMAND Last week there was at least a minor 

260 owes 130 shift in the latter direction, with war- 

W.S. flavor stocks and many low-priced issues 

250 nad uae rnp 1&5 faring better than in some time. That 

| seme AF ert _ could well be in response to President 

240 vcs aaa ens 120 Truman’s State of the Union message, 

a wothte am soesdo ond indicating a more prolonged period of 

230 5 mn ie high arms production than had been 

" ‘ ne dg wl expected earlier, as discussed in detail 
‘° 
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in a special article on following pages. 
However, “one swallow does not make a 
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; summer.” The shift in demand referred 
to certainly is not yet sufficient to indi- 
cate much deviation from the basic fact 
of investment domination of the market. 

Although not particularly emphatic, 
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recent variations in share 
turnover—expansion in ses- 
sions when prices have ad- 
vanced, and contraction on 
receding prices — confirm 
the fact, which is also other- 
wise evident, that there is 


still more of a general wil- 334 


lingness to hold or buy 
stocks than to liquidate. 
Nevertheless, in the prevail- 
ing psychological mood 
there is a considerable ele- 
ment of conservatism or 
caution, giving an impres- 
sion that not too much is 
expected of the market over 
the near term. Among pro- 
fessional advisers, includ- 
ing brokers, the consensus 
both for the near term and 
the medium term is more 
cautious than in some time. 
This mood, the absence of 
any significant amount of 
speculation on the rise since 
late November, and the 
somewhat sluggish per- 
formance over the last six 
weeks by the majority of 
stocks which have advanced 
further during the period 
indicate a generally healthy 
technical position. Barring 
some unpredictable news 
shock, this should tend to 
restrict near-term reces- 
sions; and it might facilitate a better performance 
for a time than is generally expected. 

In terms of general popularity, and despite some 
exceptions among individual issues, the two out- 
standing groups over the last fortnight have been 
the perennially and deservedly favored oils, led by 
Standard Oil (New Jersey); and electric utility 
stocks. Among others which had been faring rela- 
tively well in previous weeks, there was above- 
average demand for the leading copper stocks, and 
in such groups as dairy products, fertilizer, radio 
broadcasters and shipping. Among groups which had 
been quiet or laggard for some time, there was appre- 
ciably increased interest, and moderate price im- 
provement, in steel, beer, biscuit-bakers, cigarette 
and shoe stocks. 

Having had exceptionally large prior advances, 
chemicals, office equipments, ethical drugs, paper 
stocks, air transport, tire; finance-company and natu- 
ral gas stocks, remained in a consolidating phase, 
backing and filling in a range under previous highs. 
Among these, however, drug stocks fared best over 
the fortnight, rallying considerably. Changes were 
small, and general performance more or less indiffer- 
ent in the case of such important and mostly cyclical 
stock groups as farm equipments, auto and auto 
parts stocks, building materials, electrical equipment, 
machinery, metal fabricating, rail equipment, depart- 
ment-store and mail-order stocks, rail equipments, 
and textile stocks. 
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Response To News 
Stocks respond sharply to pleasing and unexpected 
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news, as witness the run-ups of American Can and 
United States Rubber on announcement of proposed 
splits. On the other hand, previous incipient recovery 
tendencies in textile and department-store stocks 
have faltered as a result of disappointing current 
trade reports. The 1951 earnings reports are just 
beginning to flow out. Some will be disappointing, 
despite forewarnings in previous interim statements. 
It remains to be seen whether stocks so affected will 
stand up significantly better than did most of those 
confronted by distinctly unpleasant third-quarter 
earnings reports. 

Where stocks are largely held for long-term invest- 
ment, typical owners appear inclined to put most 
weight on average earnings and dividends. For in- 
stance, Montgomery Ward reacted but little when a 
$1 year-end extra, against $2 a year ago, brought 
full-year payments to only $3, against the expected 
$4. However, the outstanding example, and a re- 
markable one indeed, is General Motors. On record 
earnings of $9.38 a share and $6 in dividends in 
1950, the stock went no higher than 5434. Net in 
1951 probably was around $5.25 a share, and divi- 
dends totalled $4. Both mav be lower this year. Yet 
the stock’s 1951 range was restricted to 54-46, and 
it is around 51 at this writing. It need hardly be said 
that the kind of long-term investment faith and 
patience that makes that possible does not apply to 
more than a relatively small minority of stocks; and 
even in these instances both faith and patience no 
doubt would weaken were the general economic cycle 
seriously adverse. 

In recent and current market behavior there is 
nothing to suggest the (Continued on page 496) 
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A Realistic Appraisal of .... . 


Truman’s Program and budget 
— How Far Will Congress Go Along? 


By E. A. KRAUSS 


F surprisingly, President Truman’s annual 
messages to Congress were largely dominated by 
the problems and contingencies created by world 
tension and our defense program but politics were 
by no means missing. The fact that 1952 is a presi- 
dential election year doubtless was an important con- 
sideration in framing the Administration program 
and in its presentation. The President himself left 
little doubt about it. 

Perhaps because of this, his message on the State 
of the Union was rather bland and uninspiring, and 
his Economic Report largely dealt in general terms 
with key issues. In contrast with former years, his 
legislative program commits him to nothing. The 
State of the Union message, besides placing heavy 
emphasis on mobilization, mentions the same old 
Fair Deal program but doesn’t particularly stress it. 
And it outlines no policy, foreign or domestic, which 
has not been part of official thinking and talking 
over the past few years. Nor was there any real 
attempt to provide firmer leadership. 

All of which reflects recognition of the political 
factor in an election year, realization that Congress 
will likely do only what is required to keep the 
defense program going, but no more. Hence the 
legislative program was presented merely for the 
record without hope of enactment or intention to 
press it. And congressional response left no doubt 
how the legislators felt about it. Congress will brush 
aside most, if not all of it. 

Thus it is held that there is not the remotest 
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chance of enactment 
of the civil rights 
bill, the Brannan 
plan, of national 
health insurance, or 
of revision of the 
Taft -Hartley Act. 
Nor is it likely that 
Congress will ap- 
prove a_ strength- 
ened stabilization 
law despite the Pres- 
ident’s contention 
that it was “shot full of holes” at the last session. 
Elaborating on this, his message called for a 
stronger price control law and a wage control which 
permits only such increases as “are clearly justified 
under sound stabilization policies.” But he failed 
to explain just what these are as applied to wage 
scales. Presumably their definition remains up to 
the Wage Stabilization Board, hence the latter’s 
action in the pending steel wage case remains of 
key importance. 


Tighter Price Control Demanded 


While leaving definition of wage stabilization poli- 
cies in the air, the President was rather less vague 
in the matter of price control. He pleaded for a 
tighter law stripped of the Capehart and Herlong 
amendments. Industries, said his message, will be 
required to absorb cost increases out of present 
earnings wherever feasible before they are author- 
ized to raise prices. ““We will do that, at any rate, 
except where the recent amendments to the law 
specifically require us to give further price in- 
creases.” 

In many ways, the State of the Union message 
was a good campaign speech, announcing in effect 
that all is for the best and that we shall go right 
on as before, enjoying “guns and butter’, plus 
increased social benefits; that we are slowly pro- 
gressing with our program of peace abroad; that 
we have high wages, high farm incomes, high 
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profits and also high taxes. 
Unfortunately, the critical 
specific issues in foreign pol- 
icy—such as what to do about 
Korea—were wrapped up in 
soothing phrase. And critical 
domestic issues were treated ConeanUrTiON, EXPENOTTURES, 
equally gingerly. Entirely pena we 


since the pre-World Wor 


GAINS IN LIVING STANDARDS 


By almost ony one the standard of living has improved markedly 
II period. 


Battle for Production.” Once 
more the peak of the defense 
program has been pushed for- 
ward in the mobilization time 
table which in effect means 
that the “peak” is thought of 
; in terms of a high plateau, to 
20, = oe be held for quite a while, 





missing was any concrete 
reference to the desirability 
of economy in Government, 
the need to cut the spending 
“coat” to the economic frame 
which must support it. 

In only one respect was the 
State of the Union message 
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rather than a sharp peak. This 
points to an important shift 
in Washington thinking. 
The switch in timing means 
that there will be a year more 
of big military budgets, that 
high activity will prevail well 
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specific and firm. That is 
where it deals with the de- wo 
fense program, and the impli- 
cations are rather significant. 
In recommending a further 
military build-up, the Presi- 
dent stated that deliveries of mes 
“hard goods” now amount to yonocs 








fencrcrvomcngacs || pencororToma as m into 1954. It also means that 

‘ ’ . the pinch on the civilian econ- 

omy, despite modified adher- 

i ence to the original “guns and 
[on butter” pattern, won’t ease 
much before late 1953 instead 

of late 1952, and that we shall 

PASSENGER - emcee REE, have to live with controls 


probably until 1954. Needless 





about a billion and a half ' 
dollars worth a month, and woe Pe) 

that a year from now, that is 
at the end of 1952, this rate 
should be doubled. ‘‘We shall 
have to hold a high rate of 
military output for about a 
year after that. In 1954, we 
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to say, high taxes, if not 
higher taxes, will be with us 
just as long. 

The original blueprint 
called for a spending peak late 
this year or early next, with a 
decline for 1953 as a whole. 
The decision to expand and ex- 
tend the program will natu- 
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hope to have enough equip- 
ment so that we can reduce 
production of most military items substantially. The 
next two years should therefore be the peak period 
of defense production.” 

This statement underscores what Mobilization 
Director Charles E. Wilson a few days earlier had 
indicated in his latest quarterly report on “The 
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rally change the pattern of the 
arms boom, provided Congress goes along with the 
new proposals which is unlikely, and this would 
materially modify the general business outlook since 
prolongation of peak military output could readily 
create the basis for something like a post-defense 
boom period. 

Under the original schedule, it was assumed that 
no new or substantial backlog of unsatisfied con- 
sumer demands could develop since the period of 
peak arms output would only last about a year, and 
permissible civilian production plus large inventor- 
ies could readily take care of current demand. How- 
ever, if cutbacks continue through two years as 
indicated in the presidential message, a different 
situation might develop. 

There would be ample time to work off inventories, 
and new demand backlogs could accumulate, the 
satisfaction of which might substantially counter- 
act, for a time at least, any subsequent decline in 
arms spending after 1954. In other words, expecta- 
tion of a post arms-build-up recession may again 
have to be deferred. 


Timing of New Spending Schedule 


This is probably the most significant conclusion 
that can be attached to the revised spending time 
table, but necessarily also a tentative one, depend- 
ing on congressional action and any future changes 
in the arms program, the final goals of which are 
still in large measure undefined. 

Conversely, it would also mean that cutbacks in 
civilian hard good lines, again sharpened for the 
second quarter, would continue longer and deeper 
than originally contemplated though affected in- 
dustries may find themselves in better position in 
1954 than they might otherwise have expected. In 
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return for a longer pinch, they 
would trade the prospect of 
something like a post-defense 
boom. 


PERCENTAGE CHANGE 


ECONOMIC INDICATORS 
CHANGES FROM 1950 TO 1951 


terms, though it sided with De- 
fense Mobilizer Wilson in de- 
nying that “butter” has come 
first, that the security program 
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However, the President in 
his State of the Union mes- 
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has been slowed down by in- 
sufficient cutbacks in civilian 








sage did not consider it neces- —— oes production, contending that 
sary to deal with post-defense a snoract materials and manpower have 
problems or hint at current ~of been available for military 
Administration thinking and 7 production when needed and 
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that era. Nor was his Eco- 
nomic Message at all reveal- +20} 
ing in this respect. 
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shortages could not have been 
appreciably alleviated by 
earlier or more drastic civilian 
cutbacks. 

The Council also took issue 








with the critics of the large 
defense program and hit at 





| fears of overexpansion. It 
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- of inflationary pressures in 
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remain intact, admitting at 
the same time that the con- 
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As already stated, the Coun- 
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In his Economic Message, " 
President Truman took a gen- “20 
erally optimistic view of the aes 
state of the country’s economy. ii 
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- cil’s comments on post-defense 
problems and prospects were 
vague and guarded. Even af- 
ter the major build-up is fin- 
ished in two or three years, 
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ing employment to 1,300,000 








more persons. The correspond- 
ing level of national income, it (oo 





the Council foresaw the need 
for continuing military ap- 











was estimated officially, would 
mean that present tax rates would yield between 
$70 and $72 billion annually which however would 
not be enough to cover anticipated spending of be- 
tween $82 and $85 billion. 
The President hinted at a prospective deficit of 
nearly $16 billion, and to narrow the gap, he pro- 
posed a $5 billion tax increase which would leave a 
deficit of about $11 billion. He admitted that he has 
given up his ‘“‘pay-as-you-go” fiscal policy but prom- 
ised to return to it. Obviously, as an astute poli- 
tician, he was fully aware that big tax hikes are bad 
medicine in election years. Doubtless he was fully 
conversant with the mood of Congress. Key legisla- 
tors of both parties quickly threw cold water 


propriations of $40 to $50 
billion anually “until a firmer outlook for peace is 
established.” These sums, it said, were a rough esti- 
mate of the maintenance costs of the military forces 
now planned, plus the atomic energy program. 

While there is little cheer in this for the taxpayer, 
it may explain why the Council is not unduly con- 
cerned about a post-defense letdown in economic 
activity. It admits the necessity for adjustments 
since obviously, we cannot expect all economic ac- 
tivities to continue at all times on an equally high 
level. But it also feels that recent experience illus- 
trates the capacity of our economic system for flexible 
adjustment to a decline (Please turn to page 494) 





on the tax idea. A tax boost this year appears 
pretty much a forelorn hope. 

The President’s Report, precursor of the 
Budget Message, did not provide a specific tax 
program, however. That comes with the bud- 
get. He did, however, propose “some tax rate 
increases” and “eliminating loopholes and spe- 
cial privileges.” His report was accompanied 
by, and essentially based upon, the annual re- 
view of his Council of Economic Advisers, 
headed by Leon H. Keyserling. That review 
hinted at changes affecting capital gains, fam- 
ily partnerships, and depletion allowances for 
oil, gas and mining companies. On the other 
hand, the Council flatly ruled out any general 
sales or excise tax as a means of raising rev- 
enues. But considering the congressional tem- 


Military procurement: $20 billion delivered; more than $40 billion 
remaining on order 


All Military Procurement Programs 
(Billions of Dollars) 
(Cumulative) 
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per, not to mention that of taxpayers gener- 
ally, most if not all of these suggestions are 





Value delivered each quarter 








likely to prove academic. 

Elsewhere the Council was mildly critical of 
the Government’s failure thus far to plan ac- 
curately its overall defense effort in specific 
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For 1952? 


By GEORGE W. MATHIS 


PART II 
J orecasts for 
1952 show gen- 


eral unanimity 
that business as a 
whole will be 
maintained at 
high levels de- 
spite further ad- 
justments to con- 
trols and restric- 
tions, transitional 
difficulties and 
dislocations — in 
short, despite the 
widening impact 
of defense pro- 
duction on the 
economy. To be 
true, overall prog- 
ress promises to 
be moderate 
rather than spec- 
tacular, and the 
first half of the year particularly may prove difficult 
in certain sectors of industry. However, industry’s 
ingenuity in adapting itself to changing conditions, 
as exemplified by its achievements in the year just 
past, offers assurance that it can successfully carry 
out its dual task of producing a maximum of military 
and civilian goods. 

On the other hand, though we can look forward to 
another prosperous year, the prospect is that pros- 
perity in 1952 will be less profitable for many busi- 
nesses. Large sales but smaller profit margins are 
in store for many, with profits under pressure from 
three sides. Higher taxes, elimination of inventory 
profits and rising costs will affect results. So will 
production cutbacks and dislocation of output and 
markets. It will be difficult, if not impossible, to pass 
along higher taxes and other cost rises in the form 
of higher prices as was done under the inflationary 
conditions prevailing immediately after Korea. De- 
spite continued official inflation warnings, price infla- 
tion was checked last year by a variety of measures 
and influences, not the least among them the more 
restrained spending attitude by consumers, and in 
some lines there have been inventory losses instead 
of inventory profits. With commodity prices this year 
likely to move in a fairly narrow range, chances for 
future inventory profits appear slim. 
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Which Industries 
Offer Best Prospects 


However, the magnitude 
of the defense program and 
the conviction in responsi- 
ble Washington quarters 
that national strength is 
best maintained by preserv- 
ing a stable and well bal- 
anced economy rather than 
forcing defense production to maximum levels in 
minimum time, regardless of effects on the economy, 
suggests that by and large, business will remain on a 
high plateau; that while there will be soft spots, the 
overall picture should be one of generally full em- 
ployment, full production and fairly satisfactory 
profits, with no areas of outstanding weakness. 

It stands to reason that in the impending trans- 
formation to heavier arms output, a good many ques- 
tions clouding the outlook cannot be immediately 
clarified. But many of the basic factors including 
those related to current conditions and transitional 
problems in various industries can be readily ana- 
lyzed, and such appraisals are naturally of vital im- 
portance at this juncture. Part I of these appraisals 
appeared in our last issue. Part II follows immedi- 
ately below. 


End of Paper Pinch 


PAPER-—Spurred by extraordinary military and civ- 
ilian demands, the paper industry last year set a 
new production record that brought overall output of 
paper, paperboard and other products to well over 
2614 million tons. However, this tremendous output 
plus a lessening of demand pressure during the latter 
part of the year also eliminated another of the big 
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post-Korean shortages — the paper pinch which at 
times was acutely felt by all paper users. While there 


' ig no glut in sight, paper demand latterly has dis- 


 tinctly eased and so have prices in many categories 
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as the industry began to react to business conditions 
since early summer. Demand currently is well below 
the peak and some mills are actually out looking for 
business. 

The impression is that most paper mills are finally 
working their backlogs of unfilled orders down to 
more normal levels. New orders, particularly in 
paperboard, have slumped drastically. About the 
only type of paper that has not yet given signs of 
weakening is kraft paper but here too, backlogs are 
dwindling and an easing is in evidence. 


Overall Demand to Remain High 


All this doesn‘t mean, of course, that the paper 
industry is on the skids. Far from it. Overall demand 
for paper and paper products remains high by any 
but latest peak standards and is likely to continue 
so but the extreme pinch seems definitely on the way 
out. Price cutting has been mainly limited to sec- 
ondary sources. Few price declines have been noted 
at mill levels and dealers doubt that the situation will 
react seriously against prices. Most mills, particu- 
larly integrated mills, have sufficiently large backlogs 
to operate economically at present price levels. In 
fact the impression is that they would rather retain 
their price structure at ceiling levels even if they 
have to curtail operating schedules. 

The record profits made by the industry over the 
last year at ceiling prices permit considerable lee- 
way in operating schedules and many mills probably 
can operate profitably even at reduced production 
rates, provided cutbacks are not too severe. Accord- 
ing to the present outlook, they are not likely to be. 
While profits in 1952 may be somewhat smaller, they 
should still be sizeable, considering the huge basic 
demand for paper based on an estimated annual usage 
of close to 30 million tons. To meet these needs, new 
plant construction and improvement in 1951 in- 
creased paper-making capacity by some 800,000 tons 
a year. Though some misgivings about ultimate over- 
capacity exist, any such threat is not held to be an 
immediate one. 

Things are easing up somewhat even in the chron- 
ically super-tight newsprint field where the shortage 
this year is expected to be smaller than last. News- 
print makers figure that the world shortage in 1951 
came to about 307,000 tons and may drop to 276,000 
tons this year. But prices are unlikely to recede from 
the present 30-year high of $116 a ton. Newsprint 
makers, having nothing to worry about demand and 
markets, should continue to do quite well. 

Despite prospective lower sales, the general indus- 
try showing should continue satisfactory. Leading 
concerns have relatively high EPT exemptions 


’ though others are more vulnerable in this respect. 


Turn Ahead for Textiles? 


TEXTILES — Textile production appeared to be 
headed for all-time records at the beginning of 1951 
but it actually met with heavy curtailment as inven- 
tories piled up well before the middle of the year. 
During the latter half of 1951, production as a result 
fell off substantially as mills closed down or went on 
short work weeks. The industry’s plight has perhaps 
been most characteristic of the inventory recession 
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which befell many businesses in the past year. 

Nevertheless, at the turn of the year, signs were 
not lacking that promised a more stable period for 
textiles although any optimism in this respect is still 
rather guarded. Greater stability is seen at least in 
the matter of prices. Liquidation of top-heavy inven- 
tories was aided substantially by steady, if unspec- 
tacular consumption and a resultant decline in the 
source of supply. Doubtless mills henceforth will 
attune production closer to civilian demand now 
that military procurement of textiles has levelled 
off. And civilian demand is still a matter of specula- 
tion despite fond hopes that growing scarcities of 
hard goods will channel increasing consumer buying 
into soft goods. At any rate, the only really bright 
spot in the picture right now is that inventories have 
been generally declining. 

The American Cotton Manufacturing Institute is 
predicting sustained expansion in production and 
consumption of cotton textiles in the next few 
months, citing such factors as rising retail sales of 
cotton goods in recent weeks, the shrinkage of inven- 
tories in distributing pipelines, military procurement 
orders and the rise in textile exports. The prediction 
of course still has to be borne out by actual develop- 
ment but improved conditions are likely to develop. 
Just how much of a pick-up there will be, remains 
to be seen. 


Improvement in Inventory Situation 


Trade inventories are now better balanced and 
substantially less burdensome, and if consumer buy- 
ing is sustained, may pave the way for substantial 
mill orders. The prospect is that production almost 
certainly will recover sharply from the low rate in 
the second half of 1951. Beginning with the sccond 
quarter, year-to-year comparisons should become 
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more favorable. Firmer demand and smaller mark- 
downs should also permit some widening of margins, 
improving profit potentials. 

Despite higher taxes, earnings at least during the 
first half of 1952 should reflect considerable better- 
ment, particularly since many companies have rela- 
tively large EPT exemptions. The improvement 
should center particularly on cotton and rayon goods. 
The outlook for woolen goods is less promising. Civ- 
ilian demand for spring goods has been limited and 
military orders are much smaller than before, hence 
a further drop in wool consumption and mill activity 
is indicated for the first half of the year. Woolen 
and worsted goods manufacturers will continue to 
have their problems. 

Unpromising conditions in the textile industry 
have been amply reflected by the action of textile 
shares in past months and smaller 1951 earnings 
appear fully discounted by the lows established late 
in 1951. Since then, market action has improved 
somewhat though there is still a great deal of hesi- 
tancy. Any decisive earnings improvement in the 
months ahead should lead to further constructive 
market action. 


Allocations Hamper Production Pace 


RAIL EQUIPMENT—With railroads spending a 
record amount in equipment and improvement last 
year, 1951 was one of greatly increased activity in 
the rail equipment industry, but steel shortages 
proved a handicap during the latter half. Thus while 
manufacturers enter 1952 with ample order backlogs, 
they are also confronted with the problem of secur- 
ing an adequate materials supply. Additionally, the 
industry has been engaged in tooling up for a large 
volume of defense work though generally speaking, 
this will not be reflected in earnings until the sec- 
ond half of 1952. 

Here is what the industry accomplished in 1951: 
Deliveries of freight cars came to 95,943 units, and 
the order backlog on January 1 called for 123,947 
additional cars compared with 124,489 units a year 
ago. Due to insufficient steel allocation, the monthly 
production average approximated 8,000 cars, and 
only in October did it reach the 10,000 unit goal estab- 
lished after the outbreak of the Korean war. 


As to motive power, the railroads are still en- 
gaged in an extensive dieselization program which 
should keep makers of locomotives busy in 1952. On 
December 1, the carriers had 1,809 locomotives on 
order of which 1,788 were Diesels. During the first 
eleven months of 1951, the railroads had installed 
2,366 locomotives including 2,132 Diesels. 

Production of new railway passenger cars slumped 
sharply last year, the total output for the year being 
about 185 cars compared with 964 in 1950. Year- 
end backlogs of manufacturers amounted to 231 units. 

The outlook for freight car building this year re- 
mains somewhat uncertain. Metal allocations were 
cut still further in the first quarter, providing for 
only about 21,200 units though there was an addi- 
tional allocation to build 1,200 freight cars for export 
to Mexico. The proposed cut in steel allocations to 
5,000 cars a month for the second quarter is said to 
provide barely enough cars to offset the normal rate 
of car retirement. A similar trimming process is 
being applied to locomotives with the prospect that 
after the first quarter, builders face a production 
potential of less than 200 units a month. 
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All this would indicate that even if predictions of 
an easier steel situation in the second half of 195) 
come true, building back towards the 10,000 car pe 
month level will be extremely difficult. While fairly 
high industry activity is indicated, it may not match! 
that of 1951. War orders will ultimately add to poten. 
tials though profit margins will be narrower than on) 
regular business. Total earnings thus are expected” a 
to recede moderately from the relatively high level 29 
reached in 1951. Nevertheless, dividends should re) 
main secure. The gradual reduction in backlogs and! | 
in inventories should strengthen cash accounts ani 
permit fairly liberal payments in the year ahead. a 
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High Output to Continue : 15¢ 


OFFICE EQUIPMENT-Steady uptrends in sales| | 
of business machines, particularly in foreign mar. ~ 
kets, and marked increases in the use of office oma 
ment and systems by Government and domestic” 
business were outstanding developments in 1951, and 7 al 
barring materials difficulties, little change is indi. — 
cated for the coming year. What’s more, equipment © 
manufacturers generally have been able to abso) — 
the impact of higher costs and taxes with little or nv 4PAP 
adverse effect on earnings. Though tax liabilitie — 
doubled for many companies, a spectacular rise in 
gross revenues enabled most manufacturers to boost | 25 
their earnings above 1950. 

With demand again turning up after a slight 
slackening last summer, it now appears that the in- 
dustry has entered a new period of prosperity due to 
continue far into 1952, barring additional restric. aC 
tions on metal use. While some tightening is indicated 
in this respect during the first half, the industry 
expects a reasonably adequate supply to meet pro- 
duction needs, one reason being the essentiality of 
their output both to Government, the Armed Forces, 
and to business and industry. ‘5 

Production of office machines last year probably 
set a new peak with sales recording something like 
a 30% increase, in part reflecting some price boosts. 
While the industry’s sales prospects for 1952 size up 
about as well as last year, profit margins may be 
somewhat narrower as further cost increases are ie 
probable and defense business is expected to be 
closer priced even before possible renegotiation. But 
even should demand not quite match last year’s, de. 
fense orders should enable the industry to maintain 
its high level of dollar volume, and any decline in net $50. 
profits should be moderate. One the whole, the indus- }' 
try outlook is promising, bulwarked by favorable 
EPT exemptions. It is a prospect that recently has J, ,,, 
led to marked firmness of office equipment shares. ; 








Big Demand for Farm Machinery @,50d 


FARM EQUIPMENT—With a record farm yield set 
for American agriculture in 1952, indications are |4 
that demand for farm machinery and equipment 
will continue high throughout the year. However, 
the industry’s ability to meet this demand will hinge [50 
on the availability of materials, particularly steel and 
other metals, a familiar reservation currently made — 
by metal consuming industries. If the metal pinch is Joc 
severe, equipment shortages may well develop. Cur- 4 
rent predictions are that some pinch cannot be | 
avoided. 

Because of this (Please turn to page 492) 
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By E. K. T. 
CAMPAIGN strategists who are united in a “Stop that organized labor learned at great expense ¢/ 
Taft” drive see their task made harder by Harold money and political prestige when the unions cho 
Stassen’s decision to challenge the senator in his to punish the Ohioan in his last senatorial race. Taft i 
home state of Ohio. By this time it should be evident is certain to administer a sound trouncing to hi al 
to all that Taft is invincible in his own state—a fact youthful opponent. pe 
SUPPORTERS of General Eisenhower are convince 0: 
he will step out of uniform to carry on the race he 0: 
WASHINGTON SEES: now seems determined to win without running in 
: aoe They are doing nothing to discourage the needling 
sii wher was back ofthe Eseshower “craic J Tie is getting trom opposing factors; in fact the 
k hd eae | hesctiineadl loads te iiae. jae are encouraging it, for they believe it is the one i 
ne ee ee ee eee thing that will get the general sufficiently arousel _—w. 
0g “eo ia . ate one Te a n and, in fact, that to ask resident Truman for release from active duty. 
“ak . re “4 ack sn e ee es While Eisenhower's political strength is an unknown i: 
ithe econ ait b . seth gps 08 quantity, never having been tested, it isn’t safe ti Fe 
To i sak ts ii stn fab assume that is the measure of what he would have = 
b P he fi + Th ene Meta k to work with in a hard convention fight. It’s signif: 
ere ee re ee eee cant that Stassen and Warren groups aren’t joining 
the White House these days—each rise and fall of in the needling 
° : . ° . ig 
his temper is reflected in his treatment of the press 
corps. REPUBLICAN headquarters is having nightmarisi 1: 
Belief is growing that only one happening could reaction to mention of the year 1924. The GOP er ~— & 
induce the President to seek another term: nomina- joys much of the advantage the democrats did in tha 
tion by the GOP of Senator Taft. If Eisenhower year—but also is confronted by the possibility ofs 5, 
were to eliminate Taft, even though the general is, tumble into the pit that buried democratic hopes : 
in turn, erased from the ballot by another, the That was the election year following the nation £ 
incumbent would gladly retire to Missouri, leave rocking scandals of the Harding Administratio, + 
the battle to another democrat. And at this juncture which made it the year that “any democrat can win.” 9! 
the outstanding one seems to be Senator Kefauver. It isn’t possible to weigh and compare the current =r. 
What the President and Eisenhower talked about scandals with the earlier version, determine thei t] 
at their recent meeting never was disclosed. Subse- impact on the voters. But the democrat convention B: 
quent events suggest that the SHAFE chief left went to 104 ballots steeped in bitterness and party | 
Washington a candidate for the republican nomi- strife. GOP bigwigs aren’t sure history won’t repeat 
nation and that only the timing remained. That with changed roles. 
Senator Lodge put him in the New Hampshire P: 
primary without complete approval by the candi- PRESSURE is being applied—indirectly, through the ns 
date is simply unbelievable and the general offers medium of close friends—to prevail upon Senator 2 
no suggestion to the contrary. Taft to take a back seat in the current session 0! le 
Eisenhower and Taft now are expected to go congress and permit others to assume at least the a 
into the convention on about even terms and run- formality of policy framing and execution. Politica'| Cc 
ing both for the nomination and to defeat each friends as well as political foes are joined in tht| Si 
other. Neither will throw his support to the other, it effort. As a candidate he will have to face the accuss- bi 
is reasoned, and the query is: Where will the tion of building up his own stature rather than the =~ 
votes go? party’s, in any of his endeavors; it’s not beyond 5 
possibility that his own party men might cut dow! t 
the GOP in attempts to “reduce him to size.” 











THE MAGAZINE OF WALL STREE! 















An unhappy congress whose members are jockeying 
into political preference rather than legislative posi- 
tion is "getting its feet on the ground." It has enough 
work cut out for itself to keep the solons occupied on a 
strictly business basis -- the members seem to have no 
desire to stick to business, are determined to choose 
factional sides. Some of the leaders on both sides are 
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cautioning that's bad for the country. Their pleas will 
be likely to rest on barren ground. 


Yet there are some matters of controversial 
nature that congress must dispose of before going home. 
(The pressure to go home in an election year is crushing 
upon the agenda.) The Japanese Treaty must be approved, 
and the North Atlantic Treaty must be amended to include 
Greece and Turkey, if the State Department's principal 
diplomatic needs are to be met. Discussion of either 

of these moves will open the entire subject of global 
friendships for the unlimited speechmaking which is 
permissible in the senate. But that is a calculated risk which the Department is ready 
to take. 





























Whether the District of Columbia Shall have home rule seems of relatively 
little consequence after many, many decades of operation under a board of commissioners 














eee — eee 


on the already busy calendar. And it is cataloged just below FEPC as a target for some 
of the southern members who profess to see the Nation's Capital falling into the hands 
of what might be a minority race elsewhere, might not be in today's Capital. 





It's inconceivable that an election year's opportunities for scandal unearth- 
ing investigations would be pasSed over. It won't. Several probes already are under 
way and few members of either house will find it possible to keep out of either one or 
many; dozens of members have inquiries of their own in the planning stage, while Admin- 
istration defenders must meet the challenge or, in Some situations, go down to defeat 
themselves. That will be time-consuming, but "the Hill" seems willing. 




















The "family fights" under the Capitol dome are not confined to either party. 
It has been traditional that the democrats battle among themselves more than the repub- 
licans, but that can hardly be said to be true today. The advent of Senator Taft as a 
candidate for the GOP presidential nomination has caused the senators to "choose sides." 
Taft by no means is the walk-away choice of his fellows, who have elected him to every 
senate position he sought but aren't united on him for President. Ihe Far West looks 
with more favor on Gov. Warren of California; many of the potent eastern states are 
linked to the Eisenhower boom. The extent of the feeling was measurable on the 
opening day of the session when Senator H. Styles Bridges of New Hampshire, was chosen 
republican leader, and Senator Leverett Saltonstall of Massachusetts, next in line to 
the late Senator Kenneth Wherry was passed over. Saltonstall is an Eisenhower man. 
Bridges is not committed. 






































Activities on the democratic side clearly indicated that the liaison between 
President Truman and the party leadership in congress, never very strong in recent 
years, is weaker than ever today. The President obviously did not consult his legis- 
lative leaders on the contents of his State of the Union message. They retaliated by 
attacking it before it was unveiled. Senator Tom Connally of Texas, came out against 
continued economic aid to European nations fighting communism -- before the President 



































before the President said he wanted any. By this device, two outstanding democratic 
Senators helped "condition" congress against giving a receptive ear to the Presiden- 
tial message. 
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certain -- candidate for the Presidency. Senator Estes Kefauver has the idea under 
consideration, he says. But when an individual spends much of his time in national 
headquarters set up in his behalf, as Kefauver does in the Washington hotel suite where 
his friends are working like beavers, it is hard to believe that the decision hasn't 
been made. The southerners have not given up the Dixiecratic plan to enter a candidate 
against Mr. Truman, then nominate their man when the regular democratic nod is denied. 


































cratic nominee -- whatever it might do to northern votes by way of alienation. 











President Truman's State of the Union message to congress will hardly take 
place among the great state papers but in simple justice it must be admitted that it 
compared favorably with those of the past years. And that's faint praise! The message 
is something that congress and the country considers more a formality surrounding 
the beginning of a new session than a blueprint for action. Historically, it proposed 
no details but is couched in the broadest possible language. For example: "We are working | 


night and day to bring peace to the world and to spread the democratic ideals of 
justice and self-government to all people." Hardly fighting terms; hardly controversial, © 





















































There probably was more hope than expectation behind his friendly, compromising 
words to the political opposition -- a preachment that all will stand or fall together; 
all are Americans. And he asked that "political fights" be made in a manner which 

will not harm the country as a whole. On the very next day he bordered on breach of his 
own tenet by giving General Eisenhower long-distance advice (via a press conference) 

to be ready for GOP mud-throwing, and adding his conviction that no republican president 
would be good for the country. 











































The legislative program was not presented in a “must" form -- in fact there 
was almost no argument made for it. That is understandable: it was the Iruman Fair Deal, 
lock-stock-and-barrel. It's a legislative plan that already has been at bat and 
struck out. Mr. Truman, it was obvious, was keeping the record straight on the point 
that he did not veer from his insistence to congress that the "Fair Deal" should be 
enacted. Fiscal matters were left for the budget message. u 























Labor's political action committees are putting together the results of a ir 
series of polls reflecting the opinions of leaders in their organization -- heads of 















































local chapters and affiliates. The partial results collated at this point list as the ” 
best campaign issues for the democrats, in this order, full employment and prosperity, ‘ 
GOP scuttling of price and rent controls, Big Business leadership of GOP, firm stand 5 
against communist aggression, Taft-Hartley Act repeal. Perhaps the most surprising ce 





result found was the fact that less than on-half of the leaders saw T-H law repeal as a 
a major issue, dropped it to fifth place whereas it led the list for years! 























Playing both sides of the street and not confining their advice to the Dp 
democrats alone, the unioneers set up five "best issues for the republicans." Corruption y 
a ig Ee ge et a ant n 


in government led the list, followed by high taxes, high prices, communists in govern- 
ment, casualties in Korea. Evidently the labor bosses saw the Administration more n 
anxious to put down communism elsewhere than it was to root the system out of this ie 
government. And while crediting the democrats with a firm stand against Red aggression, t 
they envisioned the GOP making out a good case for the argument that the cost of that 
effort in Korea was too great. 
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session. The conventions take place in July and there's determination to be out of 
Washington in time for the advance jockeying for favor or position. The lawmakers 
adjourned for the 1948 conclaves, but the President brought them back on special call a 
few weeks later. Angered, they remained here only two weeks. 
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a there is no repetition of the Korean 
tragedy in Indo-China or in some part of the inflama- 
tory Middle East, the international exchange of 
goods during the current year, 1952, is likely to be 
influenced by the following three major factors: 

(1) The extent to which Western Europe’s re- 
sources will be diverted into rearmament effort. 

(2) The size of the dollar gap. This is another 
way of saying that foreign countries are once more 
spending more dollars than they either earn or re- 
ceive from the United States under various foreign 
aid measures. 

(3) The resumption of a more normal interna- 
tional flow of some commodities. In the case of wool, 
tin, rubber, and other commodities, the marketing 
pattern was completely upset by the Korean war. 
The buying upsurge caused by fear that the war 
might spread was followed by an almost complete 
withdrawal on the part of either the U. S. Govern- 
ment acting as the sole purchaser, or American 
processors. The inventory level remains the key to 
the situation. 

How are these three major factors—and there are 
several lesser ones—likely to influence U. S. foreign 
trade in 1952? How will the 1952 export and import 
figures compare with the 1951 figures? Although 
data are available for only eleven months, it looks as 
if the 1951 overall foreign trade figures will reach 
a new record—$26.4 billion. Our 1951 exports at al- 
most $15 billion* are likely to be only about half 





“These are reported figures, as against adjusted figures which 
include exports of U. S. materials from stocks abroad, ete. 
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a billion smaller than those in 1947 when the outside 
world, starved for goods after the war, bought about 
$15.6 billion worth of American goods. Our 1951 im- 
ports will probably come up to $11.4 billion. They 
have never been higher. 

However, these 1951 figures need considerable 
qualification, particularly from the viewpoint of 
1952 prospects. In the first place, the price rise was 
an important factor in inflating the trade figures, 
especially on the import side. Currently, for example, 
import prices run about 35 per cent higher than in 
1949. Export prices last year rose only about 10 
per cent. For example, the number of cars exported 
in 1951 to Latin America rose by 176 per cent; the 
rise in dollar value was only 190 per cent. 


Volume Decline in Imports 


There was considerable difference between busi- 
ness done during the first and the second halves of 
1951. Imports during the first half, for instance, 
were still under the influence of the post-Korean 
buying spree, reaching an unprecedented annual rate 
of some $12 billion. During the second half of the 
year, the lessening of international tensions, the 
cessation of Government stockpiling, and more cau- 
tious private buying sent them to an annual rate of 
about $10 billion. If U. S. imports during the July- 
December 1951 period were adjusted for the price 
rise, it would be found that the volume actually de- 
clined below the pre-Korean level. This is important 
in appraising the trend in 1952. 
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Foreign Trade of U. S. by Major Areas 





(In millions of dollars) 
1950 1951 


Est. 
Ist Half 2nd Half IstHalf 2nd Half 








U. S. Exports, Incl. Re-exports: 














United Kingdom .................... , eae 289 354 520 
Other ERP Europe.................... 1,308 1,340 2,020 1,830 
PMR MIDs scocesevaspccspsactiveseceess 366 381 410 600 
Sub-total .. eee 1,905 2,010 2,784 2,950 
eS eee | 1,089 1,416 1,230 
Lastiin PAmeribe <.......5.00:.-.s60050... Ager 1,430 1,804 1,900 
Overseas sterl. area ................ 396 364 543 600 
All other .......... cae keeeecne esa ere 411 373 800 980 
Re eR eee 2,971 3,256 4,563 4,780 
Grand total ....... .. 4,876 5,266 7,347 7,400 
U. S. General Imports: 3 
United Kingdom , . 026 209 240 210 
Other ERP Europe ae . 356 568 786 550 
cd C | en . 241 235 317 180 
| Se Ce eRe ae 723 1,012 1,343 940 
Canada ....... eee ct ts, 1,075 1,115 1,150 
Latin Amoericn. ...........:......0... 1284 1,623 1,869 1,400 
Overseas ster. area .. . —63 645 1,010 800 
| ane 367 667 667 710 
BOM Co Saitesiiienss ... 3,096 4,010 4,661 4,060 
Grand total ............06:...... B09 5,022 6,004 5,000 
Imports adjusted for prices...... (3,819) 4,370 4,410 3,750 
Prices (1949 — 100) 
EXGOTE GWECOS ....00555500550505- 94 99 11 109 
Import prices .................. 100 115 136 134 





(a)—China, Japan, Taiwan, the Philippines and Korea. 








While foreign merchandise sales to the U. S. 
dropped by at least one billion dollars during the 
latter half of 1951, there was also a considerable de- 
cline in dollars earned or received by foreigners by 
means of other transactions. The outflow of invest- 
ment funds to Canada, Latin America, and other 



































Financing of U. S. Exports 
(All figures in billions of dollars) 
Est. Prelim. 
1950 1951 1952 
Payments to Foreigners: 
Merchandise imports ... $ 9.3 $11.3 $11.5 
Transportation ............... ee 8 1.0 1.0 
NAIR NIINIIN cs ois cco cep cous scnsy cccoeoduaskeonse * A 9 - 
Income on investments 4 4 4 
Other serv. (U. S. Army spending abroad) 9 ast is 
$12.1 $14.6 $15.3 
Grants and gifts: 
U. S. Military $ 4.1 1.6 4.0 
U. S. economic 2.8 Y Be’ 
Private remittances 5 4 4 
Loans and credits : 1.5 7 8 
Total dollars supplied . $18.5 $20.1 $23.0 
Receipts from Foreigners: 
Merchandise exports: F 
Commercial merchandise $10.7 $14.8 $13.5 
Military end-products ...................... 1.6 4.0 
Transportation pitcciounseakan - 1.4 1.3 
Travel .... Soot aes sect 4 4 4 
Miscl. services ..... ce oseieanrreatonmcheseces =f Sg 4 
Income on investments . LZ 19 2.0 
Total dollars used up $14.4 $20.0 $22.1 
Surplus—deficit 




















countries in connection with the development of ~ 


resources needed for the defense effort provided 
around $800 million during the first half of 1951. 
But during the second half of 1951, this source of 
dollars declined to less than $300 million (net) 


including the loans of the Export-Import Bank and - 


the International Bank. 


Similarly, the grants and gifts extending under © 


various foreign aid measures provided foreigners 


with about $1.5 billion during the first half of 1951, — 


But in the second half, these grants dropped to 
less than $1 billion—in fact to the lowest level 
since 1947. 


Re-appearance of ‘‘Dollar Shortage” 


Since our exports were maintained at a more or 
less high level, the developments on the debit side of 
our international payments ledger resulted in the 
re-emergence of a “dollar shortage” or a “dollar 
gap” around the middle of 1951. As usual, the excess 
of receipts over payments had to be made up by 
imports of gold or by drafts on foreign assets in this 
country. By the end of 1951, we had received some 
$835 million, or about 30 per cent, of the gold 
that we had lost between September 1949, and 
date of the worldwide currency devaluations, and 
May 1951. 


Meanwhile, coal and steel shortages in Western 
Europe posed a serious problem. Unless these two 
important raw materials could be obtained in suf- 
ficient quantities, the Western European rearma- 
ment program threatened to bog down. Yet the 
funds available to Western Europe under various 
assistance measures would have been exhausted by 
the purchases of coal and steel, leaving little for 
other commodities — wheat, cotton, tobacco, and 
petroleum. 

To avoid a breakdown—France’s foreign exchange 
resources, for example, were approaching exhaus- 
tion—Washington moved to shift the funds set aside 
for military assistance to economic aid. At the time 
of this writing, it seems that, in addition to economic 
assistance of about $1 billion, Western Europe will 
receive about $600 million shifted from the military 
to the economic sector. Furthermore, Western 
Europe is also expected to benefit, perhaps up to $1 
billion, from procurement of goods for the U. S. 
armed forces and from the construction of military 
installations in NATO countries. Thus Western 
Europe will probably receive at least $2.5 billion in 
economic assistance, while the rest of the world may 
expect at least $500 million. 


Flow of Capital Investments 


Other sources of dollars insofar as foreigners are 
concerned, the spending of our tourists and our 
payments for transportation of our merchandise, are 
likely to show increases in 1952. The lowering of 
air-passage rates—among other things—is expected 
to stimulate travel to Europe. 

The outflow of capital, while difficult to forecast, 
may yield up to $1 billion. Though the financing of 
major raw material development projects, especially 
in the case of petroleum, appears to have been com- 
pleted, more capital is expected to flow to Canada. 
The International Bank, which has about $500 mil- 
lion in uncommitted funds, dispatched missions to 
Cuba, Turkey, Guatemala, Iraq and Ceylon. Any of 
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these countries could absorb considerable capital 
investments. 

Potentialities also exist in the Belgian Congo and 
Brazil. In the latter country, a joint Brazilian-Amer- 
ican commission is surveying the situation; eight 
projects involving expenditure of some $150 million 
are said to have been laid out. The uncommitted 
funds of the Export-Import Bank are around 
$1,400,000,000, including the one billion set aside in 
the current budget for the increase of the Bank’s 
lending authority. 

However, by far the most important source of 
foreign dollar earnings will be our merchandise im- 
ports. There is good reason to believe that our 1952 
imports will be somewhat larger than the current 
rate of around $10 billion a year. Chiefly back of 
this assumption is the anticipated 5 per cent increase 
in our industrial activity during the current year. 
The population growth and the expansion of con- 
sumer incomes are other arguments. In this connec- 
tion it may be well to stress again that the volume 
of imports during the fourth quarter of 1951 was 
actually below the pre-Korean level. The inventory 
situation in a number of commodities—cocoa, copra, 
burlap, for example—is such that before long, in- 
creased imports will be essential. 


British-U.S. Deal on Commodities 


As a result of the agreement with Great Britain, 
which is apparently still being implemented, we will 
be getting more aluminum, tin, rubber, copper, and 
probably also zinc. More lead may be eventually 
coming to these shores if the differential between 
the domestic and foreign price is eliminated in one 
way or another. Increased imports of such staples 
as coffee and sugar, rubber and vegetable oils are 
also anticipated. 

The maintenance of fairly large imports of raw 
materials and staple foods should favor Canada, 
Latin America, and the overseas sterling area coun- 
tries. As will be seen from our table, our imports 
from Latin America averaged around $1,400 million 
during the latter half of 1951. This was nearly $500 
million less than dur- 





strain, and import restrictions are once more being 
tightened. 

There should also be some increase in our imports 
from the overseas sterling area countries. Such a 
development would relieve the pressure on London’s 
resources. 

The story is likely to be different in the case of 
our imports from Western Europe. As our table 
shows, these imports more than doubled during the 
first half of 1951 as compared with the similar 
period of 1950. This was largely due to our heavy 
imports of steel mill products, chemicals, machinery, 
and manufactures in general. It seems, however, 
that many of these products will not be available 
because of the rearmament effort, except perhaps 
from Germany. 


Markets for Germany and Japan in U.S. 


As to the imports of products which Western 
Europe may have available for sale in this country, 
prospects vary greatly. Some chemical and pharma- 
ceutical products may be imported in larger quanti- 
ties. Western Europe and Japan may also be success- 
ful in selling us more hardware, household equip- 
ment articles, toys, and manufactured consumer 
goods in general, except perhaps textiles. In the 
latter field in particular, the European exporters are 
likely to find the American consumer wary of buy- 
ing, and also increased competition from domestic 
products. 

Some countries, such as France, where prices have 
gone up more sharply than here, may have priced 
themselves out of this market. On the other hand, 
the British may be expected to redouble their efforts 
to sell here, which incidentally were not too success- 
ful in recent months. Germany and Japan have 
probably the best chance to expand their U. S. mar- 
kets. Both those countries should benefit from the 
withdrawal of tariff concessions from Czechoslo- 
vakia. Imports from Germany in 1951 aggregated 
about $270 million as against $104 million in 1950, 
and only $45 million in 1949. Corresponding figures 
for our imports from (Please turn to page 488) 
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By J. C. CLIFFORD 


Yd nvestors who have been patiently holding low- 
priced stocks throughout 1951 in expectations that 
these issues would share in the general though not 
continuously maintained strength of more represen- 
tative stocks were disappointed, on the whole. Since 
the public buys low-priced shares mainly in the hope 
of substantial appreciation, it is natural that the 
failure of the rise in better-grade stocks to have a 
proportionately sympathetic effect on low-priced 
stocks, should have given rise to uncertainty among 
those who are partial to this form of speculation. 

For most of the year, low-priced stocks acted in a 
side-wise fashion, except when they had a brief 
flurry last autumn. At that time, the MWS Index of 
100 low-priced stocks reached a high of 252.9 com- 
pared with a low of 208.6, and is now about midway. 
At the 1949 low, this index stood at 119.17 but the 
100% advance from this point to the present level 
was relatively mild for stocks of this class, which in 
past bull markets have advanced as much as 700%, 
with individual stocks gaining even more. The bull 
market of 1942-46, for example, witnessed a rise in 
the low-priced stock index from 31.66 to 247.99, a 
truly stupendous gain. 

It may be argued that the World War II bull mar- 
ket lasted about four years, and that the present 
phase, since autumn 1949, is less than 214 years old, 
with the implication that there is still time for the 
low-priced group to catch up. This, however, pre- 
supposes at least another year’s rise in the general 
market, a forecast that cannot be undertaken with 
any degree of assurance at this juncture. 

Major advances in low-priced stocks are generally 
in two stages: one an initial move of about 20 months 
duration, followed by a resting period of 10 months; 
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the second an advance culminating in 
the final stages of the general bull 
market. So far in 1951-52 this pattern 
has been followed, though the initia] 
stage was comparatively moderate in 
scope. As to whether they will fulfill 
the historic pattern by a culminating upward move, 
it can only be said that if this were to take place, it 
would be a normal development and in line with 
precedent. However, it is not wise to depend too 
much on history’s repeating itself, especially since 
the present is in many ways an unprecedented situa- 
tion, replete with vast imponderables. It would not 
be surprising if this generally uncertain prospect 
largely accounted for the current lack of enthusiasm 
for low-priced stocks. 

Another growing influence is that investors have 
a better understanding of the pitfalls attending 
speculation in low-priced stocks. Many of them have 
turned away from this group toward the sounder 
issues. Past experience has shown the average in- 
vestor that while enormous profits have materialized 
in low-priced stocks, the identification of such oppor- 
tunities is difficult. A frequent experience is to buy a 
totally unpromising stock with the exasperating re- 
sult of “getting hung up” for years, or to acquire a 
dynamic stock toward the end of its rise, with the 
equally annoying result of making an “involuntary 
investor” out of the unlucky individual. 


Far Below 1946 Highs 


The results are equally disastrous since failure to 
dispose of the average speculative low-priced stock 
toward the end of a bull market may entail a long 
period of waiting before the investment can be re- 
couped. This is best illustrated by a recent compila- 
tion of 48 low-priced stocks in a highly speculative 
category, which shows that even at their highest 
1951 prices, the tops reached in 1945-46 have never 
since even been approached, though practically all 
other groups have exceeded their 1946 highs by sub- 
stantial margins. 

Widespread speculation in low-priced stocks, to- 
ward the end of a bull market, has a tendency of 
carrying these stocks forward to exaggerated levels 
that cannot be supported by the actual position of 
the companies themselves. Most of these are in the 
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grade stocks, present uncertainties demand unusual 
care in the low-priced group. 

In order to give practical assistance, we have pre- 
pared a list of fifty-low priced shares in which the 
public has shown considerable interest. The stocks, 
selling under $25 a share, have been selected mainly 
on the basis of market activity and have been rated 
in four categories: dynamic, favorably situated, 
fair and unfavorably situated. The ratings are purely 
comparative and are not to be construed as specific 
recommendations. However, we are further defining 
these ratings in order to give the greatest possible 
practical benefit to our readers. 

The rating “A’”—dynamic—refers essentially to 


“marginal” class which means that they operate 
profitably, as a rule, only in periods of general pros- 
perity, or during wars or periods of re-armament, 
as the present. When these abnormal conditions van- 
ish, the companies generally relapse to their normal 
condition of poor or uncertain earnings. In such cir- 
cumstances, these stocks usually react realistically 
and, at the end of a long market decline, are likely 
to sell far below their former peaks. 

In view of the fundamental uncertainties sur- 
rounding low-priced stocks and especially in view of 
their action in the past year, it would be well for 
investors holding these shares to review their posi- 
tion. While this is always advisable, even with better- 
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Statistical Data on 50 Low Priced Stocks 
——9 Months 1951-—-  -----1950 - 
Net Net 
Net Per Net Per Recent 1951 Div. Price Range 
Sales Share Sales Share Price Div. Yield 1951-52 Rating 
(Millions) (Millions) 

American Airlines ............... $120.2 $ 1.33 $ 118.6 $ 1.39 15% $ .50 3.1% 17%-13% A 
American Locomotive 144.0 1.82 138.8 2.78 18% 1.40 7.5 2414-17 c+ 
American Radiator & S.S. 232.0 1.50 284.8 2.80 16 1.50 9.3 17%-23% B 
Armour & Co. 2,215.2} 3.201 1,859.82 3.942 12% 12%- 834 c+ 
Avco Mfg. 210.9 .84 256.94 1.474 7 .60 8.5 8%- 67% c+ 
Baldwin-Lima-Hamilton 143.5 54 94.3 1.02 10% .60 SF 15%-10 c+ 
Baltimore & Ohio R.R. 334.3 3.79 402.5 4.95 18% 241-1534 c+ 
Budd Co. 242.4 2.46 290.4 5.10 14 1.4519 10.3 1856-137 c+ 
Burroughs Adding Mach. 78.2 1.26 86.9 1.60 18% 90 4.4 18%4-137% B 
Canada Dry 61.4° 1.03" 54.46 1.56° 1% .80 7.2 1354-101 ¢ 
Carrier Corp. 80.97 3.887 62.3- 4.542 22% 1.001" 4.5 254-1814 A 
Chicago Corp. 11.8 1.04 12.4 95 15% .60 3.8 17-12% A 
Chicago Milw. & St. Paul 194.1 89 255.4 4.16 2058 2.00 9.7 30 -17% c+ 
Colorado Fuel & Iron 1.028 191.49 5.06” 21% 1.50 7.0 26%4-19% c+ 
Columbia Gas System 135.2 87 159.8 1.18 16 90 5.6 16%-12%4 B 
Consol. Coppermnies 6.5 1.27 5.1 90 WW% -90 7.8 13%- 7% B 
Curtiss-Wright 123.6 ae 135.6 YF 95% 1.00 10.4 12'%- 814 c+ 
Dresser Industries 106.07 3.777 79.9- 3.682 235% 1.45 6.1 2754-2012 B 
Du Mont (Allen B.) Labs “A” 37.519 (d) .1810 76.0 2.87 17 25 1.4 19 -14% A 
Emerson Radio & Phonograph 1.5711 74.12 3.372 14% 1.00 7.0 16¥%-12% B 
Erie R.R. Veen 132.1 2.33 166.1 3.20 17% 1.75 9.8 247%-16% c+ 
Fairchild Engine & Airplane 51.8 59.8 1.34 72 .40 5.3 9 - 6% B 
Fedders-Quigan Corp. .. 27.6 1.00 33.6 1.60 14% 1.10 YY 29%-11'% B 
Gair (Robert) Co. 60.6 2.82 56.8 2.14 18 1.00 $5 195-1156 B 
Graham-Paige 55 29 3 4'%4- 2% € 
Greyhound Corp. 169.4 1.00 183.7 1.25 1156 1.00 8.6 12%-10% c+ 
Heyden Chemical 22.9 1.63 26.6 1.88 24 1.00 4.1 2614-1858 A 
Hudson Motor 164.4 51 267.2 6.30 13% 1.00 7.4 20%-12% c+ 
International Tel. & Tel. 178.1 1.84 216.9 2.38 17 .6019 3.5 191%-13% B 
Jones & Laughlin Steel P 419.3 3.67 487.4 7.36 23% 1.80 aa 31%-21% B 
Kaiser-Frazer . 112.2 238.0 (d) 2.91 55% 8Y%4- 4% € 
Long Island Lighting 39.1 1.00 46.6 1.19 1434 .60 4.1 15%-1234 B 
Magnavox Co. 5.0% .028 44.19 3.019 16% 1.50 9.1 18%4-12% A 
Montana-Dakota Utilities 11.6 42 14.3 1.55 24% .875 3.6 27-11% A 
Nash-Kelvinator 401.15 3.745 427.26 6.64% 18% 2.00 10.7 22%-17%% c-+ 
New York Central R.R. 591.3 (d) .33 759.6 2.84 18% 50° 2.7 2614-154 Cc 
Packard Motor 141.3 33 173.4 35 4% .30 6.6 6%- 4% c+ 
Panhandle Producing & Ref. 9.1 71 10.9 .89 856 3019 = 3.4 10 -7 B 
Pennsylvania R.R. 769.1 47 930.1 2.92 18% 1.00 Ln 261%4-16% B 
Pepsi-Cola 38.5 oF 40.1 .28 10 12%4- 858 Cc 
Remington Rand 146.815 1.9215 187.412 2.8712 20% 1.001!" 49 22-14% B 
St. Regis Paper 146.0 2.37 154.7 2.10 16% .80 4.7 18%-11% B 
Southern Company 154.114 9914 131.7 1.05 12% 80 6.2 12%-107% B 
Sunray Oil 96.3 1.80 90.6 ata 20% 1.15 57 2418-17368 A 
Sutherland Paper 37.9 2.31 39.4 3.83 2438 1.30 5.3 2814-22 B 
United Paramount Theatres 88.0 2.93 19.0 3.72 2058 2.00 9.7 223%4-177% c++ 
Warner Bros. Pcitures 122.615 1.6815 132.316 1.4616 1434 1.00 6.8 15%-11% c 
Waukesha Motor 10.917 9517 32.418 3.5215 17% 1.25 7.0 2056-1536 c+ 
Willys-Overland Motors 219.8" 1.465 107.8 378 9% 12 - 7% C4 
York Corp. 57.59 2.475 49.06 1.916 1356 875 6.4 17%-11 A 

A—Dynamic 4_Year ended November 30, 1950. 12_Year ended March 31, 1951. 

B—Favorably Situated. °—Year ended September 30, 1951. 13_§ months ended November 30, 1951. 

C+ —Fair. 6_Year ended September 30, 1950. 14_12 months ended November 30, 1951. 

C—Unfavorably situated. 7—Year ended October 31, 1951. 15_Year ended August 31, 1951. 

(d)—Deficit. 8—Quarter ended September 30, 1951. 16_Year ended August 31, 1950. 

1_Year ended October 27, 1951. °—Year ended June 30, 1951. 17_Quarter ended October 31, 1951. 

~—Year ended Oct. 31, 1950. 10_40 weeks ended October 8, 1951. 18_Year ended July 31, 1951. 

*—Payable January, 1952. 11_39 weeks ended August 4, 1951. 19__Plus stock. 























market potentials, based on special influences, either 
relating to company developments or the industry in 
which the company is operating. In all cases, these 
stocks have shown ability at times to rise more rap- 
idly than the average low-priced stock, when favor- 
able conditions existed. In this sense, they are more 
“dynamic” than the others, which does not neces- 
sarily indicate that they are of better quality. 

The rating “B’” — favorably situated — indicates 
that group of stocks which, while they do not seem 
to possess spectacular market possibilities, for the 
most part represent companies in an improving posi- 
tion with a satisfactory margin of earnings over 
dividends. These usually represent the better quality 
low-priced stocks. A number of them have paid divi- 
dends over a period of years. However, lacking 
dynamic quality they have generally sold over a 
comparatively moderate price range in the past 
several years. 

The rating ““C+-”—fair—refers to that miscellane- 
ous group either in a fundamentally sound position 
but temporarily affected by adverse factors or, con- 
versely, companies in a fundamentally unattractive 
position but which are benefiting temporarily by 
conditions arising mainly from the armaments boom. 
Needless to say, most of the stocks in this category 
are quite speculative. 


8 Typical Low-priced Stocks 


The last group “C”—unfavorably situated—as the 
term implies, applies to shares of companies which 
are perennially affected by a preponderance of nega- 
tive factors. Most of the companies in this group 
have had poor records. 

Of the fifty stocks listed in our table, 9 have been 
rated “A”, and 18 “B”. All of them were culled from 
a list of approximately 200 low-priced stocks and, 
as stated, were selected on basis of market activity. 
Hence the 27 stocks in the “A” and “B” categories 
do not necessarily represent all of the more attrac- 
tive stocks available in the low-priced class, some of 
the latter having been eliminated because low ac- 
tivity pointed to relatively limited public interest. 

Illustrating the criteria used in the various rat- 
ings, we have selected two stocks from each group 
for further analysis which is presented in brief in 
the following: Rating “A”, Montana-Dakota Utilities 
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ator & Standard Sanitary Corp. and Remington 
Rand, Inc.; Rating “C+”, Greyhound Corp. and 
Packard Motor Car Co.; and Rating “C’’, Graham- 
Paige Corp. and Pepsi-Cola Co. 

Montana-Dakota Utilities Co.’s stock has attracted 


widespread interest in the past year on account of ~ 
its oil potentialities. In reflection of this situation, | 


the stock scored a sharp advance from a low of 
around 11 to a high of around 27. Large-scale oil 
activities in the Williston Basin at the juncture of 
North Dakota, South Dakota and Montana, especially 
Amerada Petroleum’s recent discovery there, have 
called attention to Montana-Dakota’s interest in this 
region. The company has over 90,000 acres of leases 
and any important oil developments in the Williston 
Basin will enhance the company’s potentialities not 
only as to oil but natural gas as well. 

All told, it has rights to 250,000 acres. Incidentally, 
it may separate the oil from the utility business into 
two separate companies. The company has scored 
moderate earnings from its utility operations in the 
past few years but the speculative element derives 
solely from the oil possibilities. This is what lends 
“romance” to the situation as in the case of Northern 
Pacific which, of course, has a much larger potential 
interest in future developments in the Williston 
Basin. 

Chicago Corp. has interesting potentials and the 
stock, while not performing sensationally, has shown 
by its persistent strength over the past year that it 
is commencing to reflect the underlying favorable 
situation. Space does not permit a detailed account 
of the company’s activities, the salient feature being 
the large producing and non-producing leaseholds in 
the active Gulf Coast area. Early in January, the 
company announced completion of two important 
discovery wells in the new field around Corpus 
Christi, Texas. Both wells were extremely successful 
and call attention to the fact that the company has 
9,000 acres under lease in this area. 

Earnings have been moderately on the upgrade 
and at $1.04 a share for the first nine months of 
1951 were larger than for the full year of 1950 when 
they were 95 cents a share. The stock, of course, is 
a speculation on future development and expansion 
of the company’s considerable oil and natural gas 
holdings but recent discoveries seem to offer a logical 
basis for the current market strength. 


Restriction Problems 


American Radiator & Standard Sanitary Corp. is 
beset with problems arising from the Government’s 
restrictions on building activity and little relief is 
in sight in the near future. Therefore, any expecta- 
tions as to higher prices for the stock must depend 
on longer range prospects. These, however, are quite 
substantial. With housing starts now cut down 
severely, a backlog of future demand is being built 
up which will probably reach impressive proportions 
as soon as the Government is in a position to increase 
allocations of metals to this industry. This may have 
to be postponed until the end of the year but, barring 
all-out war, the chances are that by that time the 
building industry will be able to go ahead more 
freely. 

In consideration of current difficulties, earnings 
have been satisfactory though lower than in 1950. 
For the first nine months of 1951, net profits were 
$1.50 a share against (Please turn to page 490) 
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Radi- | 


UTILITY | 
SHARES & 


As Defensive 


Investments Today 
By EDWIN A. BARNES 


¢ 

: the past decade, the utility stocks lagged 
far behind industrials and rails marketwise, but in 
recent months they have been making a better show- 
ing than industrials. The Dow Utility Average con- 
tinues to make new highs almost daily, although 
other groups remain irregular. And this has oc- 
curred at a time when generally poorer earnings 
statements were being released, reflecting the in- 
creased burden of Federal income taxes. Why have 
the utilities suddenly become so popular? 

There are several reasons. First, Congress has 
been lenient tax-wise with the utilities in the past 
two years, as compared with the World War II 
period when they were subjected to heavy excess 
profits taxes. While they are nominally liable to 
EPT under the present law, they were given a 
special exemption reflecting the approximate rate 
of earnings allowable under state regulation, so 
that only a few companies have incurred any real 
EPT burden. 

The rise in the regular income tax rate from 38% 
to 52% has, it is true, imposed a rather heavy bur- 
den, but the latest increase (from 47% to 52%) has 
been eased by omission of the Federal excise tax 
on electric energy, amounting to about 314% of 
residential and small commercial revenues. The 
latter saving, which did not become fully effective 
much before December 1951, should suffice (on the 
average) to offset any increase in Federal income 
taxes in 1952 as compared with 1951. Companies 
with a heavy proportion of residential business, 
such as Consolidated Edison, Long Island Lighting, 
Florida Power & Light, etc., will benefit most. 

Secondly, most of the utility companies are con- 
fident that they can recover the earnings lost in 
1951 (due to higher taxes) by applying to their 
state commission for rate increases. Many of them 
have already done so, and a number of cases are 
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now in progress with some increases already 
granted. Companies located in Texas, Minnesota and 
Iowa (where there are no state commissions) can 
put increases into effect without undue delays (un- 
less they have bad political relations with some 
of their municipalities, which retain some measure 
of control over rates affecting them). 

Southwestern Public Service recently raised rates, 
and Minnesota Power & Light is about to do so. In 
other states the regulatory authorities, recognizing 
the necessity of stabilizing earnings in order to raise 
large amounts of new utility capital and maintain 
the defense program, are more cooperative than 
they have been for many years. Even the New York 
Commission, which used to be known as about the 
“toughest” in the country, has lately granted some 
increases. Central Hudson Gas & Electricity recently 
obtained an increase, virtually as requested. 

Thirdly, the electric utilities have not only re- 
frained from making dividend cuts when earnings 
were reduced, but in many cases have raised their 
dividend rates during 1950-51. Apparently they 
feel that investors are entitled to a “‘better break’’. 
With an assured high level of business activity for 
at least several years to come, and an improved 
attitude by Congress and the state regulatory author- 
ities, they can afford to be more generous. They may 
also be motivated by the necessity for continued 
sales of common stock to support the huge con- 
struction program. 


More Utility Financing Ahead 


During 1951, total utility financing amounted to 
nearly $3 billion, of which over half represented 
electric utility issues. Similar programs seem likely 
in 1952 and 1953, unless the demand for power in 
connection with the defense program tapers off. 
Even if it should do so, the utilities need additional 
capacity in order to have a safe and efficient margin 
of reserve in generating capacity. 

Companies which have raised their dividend rates 
in the past two vears include: 
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Statistical Data on Leading Utility Shares 


Commonwealth Edison, South 
Carolina Electric & Gas, Gulf 





Gulf States Utilities, Idaho and 














Recent Div. Net Per _—Price- Dividend Southern California Edison. Sev- 
Price 1951 Yield Share} Earnings  Pay-out* eral of these companies have 
American Gas & Electric................ccccs0-- 62%  $3.001 48% $464 13.3 64% rate cases pending. In each case 
Central & South West Corp. .........:.sec.0 17% 90 52 1.43 118 62 it is necessary to study the local 
Cincinnati Gas & Elec. .. ines 38% 195 5.1 299 3 lCU@ regulatory set-up so as to dis- 
ee ee 51% 2.40 47 3.54 14.4 67 cover, if possible, the probable 
Commonwealth Edison of Chicago ............ 31% 1.70 5.4 1.94 15.9 87 timing of rate relief—unless the 
Consolidated Edison, N. Y. ....... 33% 2.00 5.9 2.24 14.7 89 x i 
Consolidated Gas El. L. & P. 26% 1.40 5.3 1.64 158 85 investor is content to hold the 
Detroit Edison Sa Mee oleh aabasiis 23 1.20 5.2 168 137 7) stock patiently until the com- 
General Public Utilities ..................00000...... 21 12s 5.9 — 12:5 74 pany obtains the relief to which 
Gulf States Utilities .............. esse 23% 1.20 5.2 1. 14.3 75 : F 
Ullinols Power Co. . 38% «8692.20 «57 281 135 78 it may be entitled. 
Middle South Utilities scales. 1.20 5.4 Ww «6’4{€Cw 
Niagara Mohawk Power ...........0.::000000. 25M 1.45 5.8 1.94 12.8 74 Methods of Analysis 
i re 2.00 6.0 258 127 77 
Pacific Gas & Elec. .................. ie 2.00 5.7 2.01 17.4 99 , 
Philadelphia Electric ............... a ' 1.50 5.1 210 138 71 Another approach is to look 
Potomac Electric Power ............ 15 - 6.0 _- 13.6 81 for companies whose earnings 
Public Service Electric & Gas ....... ee ag 6.4 J 11.2 72 ° : Page 
NN cna ie 80 6.1 99° «13.1 BI have been depressed in the past 
<n ' year, and which seem likely to 
MMRIEAR DIBEROAIRG <<. cccessecveseoseeses ss oscaep tae 1.38 4.0 2.60 13.1 53 5 es 
Virginia Elec. & Power cnn 22% 205A 166 13.2 © 72 make a sharp comeback in 1952. 
Wisconsin Elec. Power .. nee 23% 130 56 193 #19 = 67 Some of these companies are 





+—Recent 12 months. 

1_Plus stock. 

2—Pro Forma. 

*—In relation to latest twelve-month earnings. 


hydro - electric utilities which 
have been affected by drought 
conditions. Some companies in 
Kansas were affected by the 
|} heavy floods, and others have 














-eniieteineeninmeenintimenees 


American Gas & Electric Middle South Utilities 
Cincinnati Gas & Elec- Montana Power 
tric Niagara Mohawk 
Cleveland Electric Oklahoma Gas & Electric 
Commonwealth Edison Pennsylvania Power & 
Consolidated Edison Light 
Consolidated Gas of Philadelphia Electric 
Baltimore Texas Utilities 
Detroit Edison Utah Power & Light 
General Public Utilities West Penn Electric 
Kentucky Utilities Wisconsin Electric 
Long Island Lighting Power 


During 1950-51, the utilities sold over $1 billion 
of common stock, about two-thirds of which was 
accomplished through “rights” subscriptions. It ap- 
pears likely that the electric utilities will continue 
to take advantage of present favorable market con- 
ditions to make additional equity issues; Kansas 
City Power & Light, West Penn Electric and South- 
western Public Service are making offerings cur- 
rently. 


Rate Increase Prospects 


Which electric utilities now have the best prospects 
marketwise? There are several tests that may be 
applied by analysts. Of course rate increases, if 
obtained without long delays, are naturally a favor- 
able market factor. Companies which have been 
earning low returns on their, plant account should 
be encouraged under present conditions to ask for 
rate adjustments, unless they feel that their state 
commissions are prejudiced or ultra-conservative. In 
some cases these companies have had past diffi- 
culties with the state regulatory bodies, which may 
be eased as these commissions notice the “‘gener- 
osity” of other state agencies. 

While it is difficult to generalize because the sub- 
ject is highly technical, utilities which seem to be 
entitled to possible rate relief might include Public 
Service of New Hampshire, Consolidated Edison, 
Potomac Electric Power, Rochester Gas & Electric, 


been hurt by various other fac- 
tors. Some of them have already ‘“‘turned the corner” 
in earnings while others might have to wait a while. 

In this group might be mentioned South Carolina 
Electric & Gas, California Electric Power, Kansas 
City Power & Light, Central Arizona Light & Power, 
Commonwealth Edison, Detroit Edison, Florida 
Power Corp., General Public Utilities, most of the 
companies in Iowa and Kansas, North American 
Company, Tidewater Power and others. (Tidewater 
Power will probably be merged shortly with South 
Carolina Power & Light, and the stock may have 
“arbitrage’”’ possibilities. ) 

Still another method is to study the installation of 
new generating equipment which produces operating 
economies. This, however, calls for careful analytical 
study and complete data may not be available for 
the average investor. Moreover, almost all the utili- 
ties are making such installations. The important 
factors are (1) the timing (delays are now fre- 
quently incurred due to material shortages), and (2) 
the gain in over-all efficiency through replacement 
of obsolete facilities. To analyze the latter, it is 
necessary to have data on both old and new plants 
with respect to the amount of fuel consumed per 
KWH (preferably BTU per KWH), data on fuel 
unit costs, ete. 

The help of company officials can frequently be 
obtained in making these estimates. It is the prac- 
tice of most utility managements to budget their 
operations and earnings for the coming year in the 
same way the General Government does. Since the 
utilities have little or no sales problem, budgeting 
can be reduced almost to a science, and more exact 
results obtained than in the case of the cyclical indus- 
trial companies. 

The most immediate and practical method is to 
pick companies which could increase their dividend 
rates at any time, on the basis of present earnings. In 
the past many of these companies have taken a con- 
servative attitude, but now that many of the largest 
utilities have raised their rates and are making a 
liberal payout, smaller companies may also “loosen 
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up”. By purchasing a group of these stocks, the 
investor might obtain dividend increases on at least 
a portion of his holdings over the next year or so, 
thus improving his yield and obtaining some appre- 
ciation if general market conditions remain favor- 
able. 

The accompanying table of “laggards” (the term 
is used relative to dividend policy as well as past 
market action) may prove helpful in making such a 
selection. Most of these stocks are selling at quite 
reasonable price-earnings ratios in relation to the 
utility list as a whole, and their yields are good. 
The payouts are generally low, as contrasted with 
the present average for the whole list which is esti- 
mated at 77% (and which is much higher for the 
ten leading issues). 


Stocks With High Yields 


For the investor who is seeking better-than- 
average yields on stocks which do not seem inflated 
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from the viewpoint of “price times earnings’’, such 





stocks as the following might be considered: South- 
western Public Service, Niagara Mohawk, Public 
Service Electric & Gas, Toledo Edison, Iowa-Illinois 
G. & E., General Public Utilities, and Public Service 
of New Hampshire. Purchase of this group of stocks 
would net an estimated average yield of around 
614%. Though dividend pay-out is fairly generous, 
payments seem generally secure. 

Apart from our list of “laggards”, we are also 
presenting pertinent statistical data on a number of 
other utility shares, most of them well seasoned 
issues and affording satisfactory, though varying 
yields on generally well protected dividends. As the 
reader will note, payout ratios are generally higher 
than those on the “laggard”’ list, and in a few cases 
quite high, a situation that might however change 
with anticipated earnings improvement. 

Looking at the public utility situation from the 
broadest possible point of view, we find that the na- 
tion’s electric power & light and gas utility industries 
have expanded markedly in 1951. This, of course, 
has been due to the enormous requirements created 
by defense mobilization. Under this program, numer- 
ous giant steel and aluminum plants have been built, 
along with hundreds of other large fabricating and 
chemical plants in different parts of the country, 


materials for expansion. 

The gas utility industry has been equally active, 
with 25.3 million customers being served by the end 
of 1951, the highest on record. Of importance is the 
decline in the use of mixed manufactured and natural 
gas by the distributing utilities who are showing a 
marked tendency to replace the mixture with natural 
gas. This is a development of great importance not 
only to the utility companies but to the natural gas 
industry, both as to production and distribution. 

As more natural gas fields are opened up, new pipe- 
line systems are built, thus expanding the potentiali- 
ties of these industries. This not only increases the 
facilities of terminal points located at cities hundreds 
of miles away from the source of the gas, but also 
those of the hundreds of communities in the inter- 
vening areas. This is a trend which, apparently, will 
continue for many years. 

The great surge in electric power consumption is 
indicated by the rise of 40 billion kilowatt-hours by 
the power systems, bringing the total figure up to 
370 billion, by far the highest in history. The increase 
is largely due to defense-stimulated needs but the 
underlying fact of growing population and industrial 
dispersal is of even greater potency. 











all requiring huge additional 
amounts of power. 
Total construction expendi- Market “ 


tures for the electric utility com- 


Laggards” Among Electric Utility Stocks 

















panies amounted to $2.25 billion Recent _ Dividend Share Prices ~—CDividend 

in 1951, with $2.75 billion sched- Price Rate Yield Earnings* Earnings — Pay-out** 

uled for 1952. Gas utility expan- Central Ill. E. & G. 24 $1.30 5.4% $233 103 56% 
sion amounted to $1.5 billion, West Penn Electric 30% 2.00 66 2.98 102 67 
with about $1 billion of this sum New England Electric 12% .80 6.6 1.26 9.7 63 
ine . rPANnaMiIacal ’ Mountain States Power 12 .84 7.0 1.18 10.2 71 
—_. gas ger er sage aon Pacific Power & Light 16 1.10 69 150 107 73 
xpansion O01 € presen Minnesota P. & L. 34 2.20 6.5 3.09 11.0 70 
315,00 mile pipe-line system. Portland G. & E. 281 1.80 63 2.67 107 67 

Capacity of the electric power lowa Electric L. & P. 142 90 86.2 1.37 10.6 66 j 

& light industry rose 78.5 million Nor. Indiana P. S. 24 140 5.8 2.21 109 63 
kilowatts by the end of 1951, and = Louisiana Electric 32 1.80 5.6 3.04 10.6 59 
—"s oe , _— orida P. & L. ie 1.40 5.4 2.44 107 57 
it is estimated that it will rise 9 Columbus & So. Ohio Elec... 22 1.40 6.4 189 «11774 
million in 1952, 12 million in Carolina P. & L. _ 35 2.00 57 3.06 11.4 65 
1953 and 8 million in 1954. This Kentucky Utilities 16% 1.00 6.1 1.44 11.5 69 
will bring capacity up to the huge —_ G. & E. : 34 , 1.80 5.3 2.98 11.4 60 
eet outhern Calif. Edison ...... 3612 2.00 55 2.96 12.3 68 
total of 107.5 million by the end Kansos Gos & Electric ................... 34 200 59 293 116 68 


of 1954. This figure may be modi- 





fied, of course, if there should be 
too many restrictions on needed 
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*—Recent 12 months. 





**—In relation to latest twelve-month earnings. 
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a A Study of ......+-. 


RADIO CORPORATION 
OF AMERICA 








World War I and American capital became interested in 
exploiting Marconi’ patents. The result was the formation 
in October, 1919, of Radio Corporation of America to 
acquire all the assets of Marconi Wireless through an 
exchange of stock in the ratio of one share of original 
preferred and one share of common for each share of 
Marconi, of which 2 million were outstanding. The new 
company was believed to have been overcapitalized, and 
shares that came into the open market traded in the 
“penny” class. Few optimists dreamed of the potentiali- 
ties of the company that might become apparent in less 
than a decade. 
Progress was slow in the early 1920’s, but with the de- 
. velopment of radio communications and adaptation of 
the idea to entertainment, future growth was assured. 
Technical knowledge was made available in perfecting 
tubes suitable for use in storage battery radio sets. 
Although manufacturing operations were limited until 
the Victor Talking Machine Company was acquired in 
1929, growth since that time has been pronounced. En- 
gineering progress has been outstanding, and the com- 
pany has set the pace in many directions. 
Meantime, there was a reverse split in both preferred 
(one share for ten old) and in the common (one for five) 
prior to listing on the New York Stock Exchange. As 
radio grew by leaps and bounds, the stocks gained 
in popularity and the common soared to more than 
$500 a share prior to a stock split on a five-for-one 
basis. 





By STANLEY DEVLIN 


11. one needs to fear the early demise of venture 
capital so long as man’s imagination and ingenuity 
give birth to fabulous ideas that can be woven into 
a business enterprise such as Radio Corporation of 
America. It would be difficult to find a better example 


Former Affiliations of RCA 



























of the fruition of free enterprise at work in the 
business world. Within the span of a short genera- 
tion, an industrial giant has risen from an insignifi- 
cant beginning that seemed scarcely more promising 
than scores of other speculations. 

Who would have supposed that the company 
formed to exploite the secret of wireless communica- 
tion would bloom into a leading exponent of the 
modern wonder of television which transmits images 
and sounds over the airwaves. The greatest useful- 
ness of Marconi’s invention of wireless telegraphy 
was expected to be in communications over the ocean 
where establishment of wire and cable connections 
had presented problems. Thus in its early years, the 
Marconi Wireless Telegraph Company of America 
in competing for commercial message business en- 
countered difficulty in finding enough business to 
operate profitably. 

The romance of speculation was active following 
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As the company gained stature, older established 
concerns became interested in the potentialities of 
home radio. Radio Corporation was expanding its 
manufacturing activities in 1930 despite signs of a 
coming depression and arranged to acquire patent 
rights from General Electric and Westinghouse Elec- 
tric through an exchange of stock. The larger com- 
panies were willing to participate in the growth of 
radio through such an exchange while concentrating 
their major manufacturing activities on electrical 
apparatus. Thus in 1930 Radio Corporation issued 
6,580,376 common shares to the larger electric com- 
panies in the ratio of 60 per cent to General Electric 
and 40 per cent to Westinghouse. 

A few years later, however, these two companies 
were compelled to dispose of their large holdings in 
Radio Corporation as the outcome of litigation insti- 
tuted by the government. Radio Corporation itself 
was destined to face monopoly charges a few years 
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later when the Government contended that through 
its subsidiary, National Broadcasting Company, it 
wielded too much power in operating a national net- 
work of radio stations. Two competing systems were 
formed, known temporarily as the Blue and the Red 
networks, and the former was sold to the American 
Broadcasting Company for about $8 million. 

In the early days of radio, RCA had become inter- 
ested in motion picture producing companies whose 
stars were available for radio dramatic perform- 
ances. In this manner, an agreement was reached 
between RCA and the Keith Orpheum interests which 
led to formation of Radio Keith Orpheum. The latter 
concentrated on production of motion pictures and 
the operation of theatres, but there was an affiliation 
which made possible the exchange of talent. This tie- 
up came to an end in 1943, however, when Radio 
Corporation was compelled to dispnse of its holdings 
of preferred and common for a sum estimated at 
slightly less than $6.5 million. 


A Leader in Television and Electronics 


Despite the adverse effects of the depression, rev- 
enues from broadcasting were growing rapidly and 
becoming increasingly important as a source of 
profit. Manufacturing had continued to expand, but 
revenues from the National Broadcasting division 
contributed between 35 and 40 per cent of the total 
in the late 1930’s before separation of the Blue and 
Red networks. 

Large national advertisers were spending millions 
of dollars on preparation of dramatic shows and on 
purchase of time for broadcasting. Time sales came 
to almost $41 million in 1939. Although revenues of 
National Broadcasting have doubled, the ratio of 
total for the company as a whole has dropped from 
about 37 per cent in 1939 to slightly more than 15 
per cent in recent years. 

Development in electronics in World War II and in 
television in more recent years has greatly broad- 
ened Radio Corporation’s activities. Progress in 
guided missiles, in radar and in directing aircraft 
bombs at targets has been little 
short of sensational. Improve- 
ment in television has been phe- 
nomenal even without perfection 
of color telecasting to a point 
where commercial operation is 
deemed feasible. Probably the 
surface has only been scratched 
in the science of electronics. 
Radio Corporation has led the 
way in many of these develop- 
ments and has achieved pre- 
eminence in television—not only 
in production of receiving sets 
and in presentation of entertain- 
ment programs, but also in con- 
struction of telecasting stations 
and in production of necessary 
equipment. 

With the lifting of restrictions 
on construction of new stations 
anticipated in the next few 
weeks, RCA should benefit from 
orders for equipment in many ; 
parts of the country. The Fed- a 
eral Communications Commis- 
sion is expected to hold hearings 
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1941 1950 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities... $ 28,424 $ 70,015 +$ 41,591 
Notes & Accounts Receivable 19,771 72,612 + 52,841 
Inventories ... 29,383 63,267 + 33,884 
TOTAL CURRENT ASSETS 77,578 205,894 + 128,316 
Net Property 32,799 87,392 + 54,593 
Investments 13,366 5,699 — 7,667 
Other Assets 10,736 12,862 + 2,126 


TOTAL ASSETS $134,479 $311,847 +$177,368 


LIABILITIES 


Accounts Payable & Accruals $ 17,060 $ 72,554 +$ 55,494 


Tax Reserve ... 19,227 5,715 — 13,512 
Dividends Payable 3,576 788 — 2,788 
TOTAL CURRENT LIABILITIES 39,863 79,057 + 39,194 
Reserves ......... 8,640 6,652 — 1,988 
Notes Payable 15,400 60,000 -+ 44,600 
Preferred Stock 14,850 14,574. — 276 
Common Stock 27,762 27,762 

Surplus 27,954 123,802 + 95,838 


TOTAL LIABILITIES $134,479 $311,847 +$177,368 
WORKING CAPITAL $ 37,715 $126,837 +$ 89,122 
CURRENT RATIO Le 2.6 + PY 











promptly to prepare for approval of scores of applica- 
tions for TV stations. Extension of coaxial cables 
and micro-wave relay systems to permit transmis- 
sion of “live” programs to large cities in Texas and 
other southern points is expected to be completed 
shortly. Thus connecting other areas with national 
hookups and broadening of programs through addi- 
tional stations promise to enlarge public interest in 
television and to stimulate demand for sets. 
Telecasting of the major national Presidential con- 
ventions in July also is destined to attract nationwide 
interest. Indications now point to extraordinary in- 
terest in both conventions which may rival that of 
twelve years ago, when Wendell Wilkie captured the 
Republican nomination in a spirited conyention floor 


RC 


Adjusted 
Price Range 
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Low — 2 
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fight. Any event of such magnitude would give 
impetus to the growth of television which could 
scarcely avoid finding reflection in enlargement of 
sales of Radio Corporation’s varied products. 

Under the circumstances—the bright hope of lift- 
ing of the “freeze” on extension of telecasting sta- 
tions in television and potentialities for recovery in 
demand for sets, leading factors in the industry 
seem likely to experience more satisfactory results 
this year than in 1951. If relaxation on construction 
should be approved and if materials are available, 
Radio Corporation would be in position to speed up 
operations. 


Television a Profitable Business 


Also, inasmuch as television time rates have been 
increased again, the outlook seems promising for 
an advance in gross revenues this year. Net profit 
for 1951 is estimated to have moderately exceeded 
half of the 1950 net of $46.2 million, or $3.10 a 
share on the common. Latest available statistics 
shedding light on the company’s financial status are 
presented in an accompanying tabulation. 

Although growth in telecasting revenues has been 
at the expense of radio to some extent—especially in 
evening programs, the rapidly growing audience on 
TV channels has paved the way for rate increases 
that have more than compensated for loss of radio 
time sales. The greater effectiveness of television as 
an advertising medium warrants appropriations sev- 
eral times larger than for radio, according to authori- 
ties. Television shows now cost up to $50,000 an hour 
or more. Much of the expense, of course, is for talent 
and for scenic effects. Despite heavy expenditures in 
telecasting, far exceeding those in radio work, TV 
operations have become profitable on all major net- 
works, it is believed. Official figures are lacking in 
this respect, since most companies for competitive 
reasons decline to “break down” sources of revenues, 
but trade authorities indicate that Radio Corpora- 
tion’s TV sales of network time have been profitable 
for quite a while. 

The National Broadcasting division, like the 
theatre end of motion picture business, is the more 
stable and promises to become the backbone of the 
business so far as Radio is concerned. Revenues from 


























radio activities. The TV system consists of five owned 
stations and 58 affiliated outlets which take N.B&, © 
programs. Several others are scheduled to join the | 
chain this year. Six radio broadcasting stations are 
owned, while the network includes 174 others. Thus 
the television system appears capable of considerable 
growth before it reaches maturity. 

Other activities deserve consideration not so much 
because of their contribution to earning power but 
as an interesting indication of the company’s diversi- 
fication. Acquisition of the Victor Talking Machine 
Company put Radio Corporation into the business of 
making talking machines and records more than two 
decades ago, but this phase of the business was com- 
paratively unimportant until the last six or eight 
years. 

Development of record changers and adaptation 
of the priniciples of radio to the phonograph spurred 
interest in records. Inclusion of loud speakers and 
other electronic devices in the talking machine 
widened its market immeasurably. Development of 
low-priced record changers for the home and pro- 
duction of talking machines in conjunction with 
radio and television “combinations” contributed to 
growth in popularity of records. 
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RCA’s Communications Interests 


Another subsidiary, Radiomarine Corporation, 
serves the communications field in manufacturing 
marine instruments and communications items, 
while RCA Communications operates an interna- 
tional system of wireless communications in compe- 
tition with Western Union Telegraph’s cable system 
and with American Cable and Radio, a subsidiary 
of International Telephone & Telegraph Company. 
Although it is believed the communications activities 
contribute only nominally to earnings—if at all, the 
management has shown no disposition to consider 
disposal of these interests to others. Approximately 
3 per cent of gross revenues originated in communi- 
cations operations in 1950. 

Because of the rapidly growing importance of 
electronics in military affairs, it is apparent that 
national defense activities account for a considerable 
portion of research and manufacturing operations. 
As many of these military plans are confidential, 
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television are likely to range far ahead of those for little can be said of (Please turn to page 488) } 
( 
| eR RC 
° ( 
Long Term Operating and Earnings Record | 
Percent 
Gross Operating Operating Income Net Net Net Div. Earned on 
Revenues Profit Margin Taxes Income Profit Per Per Invested 
~-———(Millions)——— ——{Millions)——— Margin Share Share Capital Price Range 
1951 (9 months) , Sete $421.2 $ 37.81 9.0% $19.4 $18.3 4.3% $15 $ 1.002 Rasen 254-164" 
1950 ses cvonacipensscaaness aS 96.3 16.4 50.7 46.2 7.9 3.10 1.50 26.7% 23%-12% 
1949 bbciesies 396.1 42.2 10.6 16.7 25:1 6.3 1.58 .50 17.6 14%8- 956 
1948 sey 356.8 41.1 13.5 17.0 24.0 6.7 1.50 .30 19.7 15 - 7% 
1947 Sieavndeephoees . 8126 28.9 9.2 10.5 18.7 6.0 1.13 .20 17.4 10%- 7% 
1946 sp 236.1 13.9 S9 4.5 10.9 4.6 56 .20 11.3 9 -9 
1945 278.3 30.6 11.0 13.2 11.3 4.0 — -20 12.3 19%%-10% 
1944 a . 324.7 40.6 12.5 30.0 10.2 3.1 ol .20 TG 12 - 8% 
1943 ... Bag 293.3 37.4 12.7 29.9 10.1 3.4 at 20 2 12%- 4% 
722. ..... sR eaahev dese Leaoniese reve 196.0 28.3 14.4 26.1 9.0 4.5 42 .20 11.8 5 - 2% 
| eae a awe 157.6 25.9 16.4 19.1 10.1 6.4 50 .20 14.4 4%- 2% 
10 Year Average 1941-50........... $313.5 $ 38.5 12.0% $21.4 $17.5 5.2% $ 1.04 $ .37 15.5% 23%- 2% 
1—Pre Tax Income. -—Full Year 1951. 
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—Dynamic Growth Industry 





By H. F. TRAVIS 


hic aluminum industry’s striking production 
record last year, with well-defined indications that 
the next twelve months will witness an even more 
impressive achievement, is only the latest of the vari- 
ous phases of aluminum’s rapid 
rise to eminence as one of the na- 
tion’s basic industries. Prodded by 
the Government with its dual ob- 
jective of ending the old monopoly 
in the metal and of greatly in- 
creasing output to meet military 
needs, the three big primary U. S. 
manufacturers, Aluminum Corp. 
of America, Reynolds Metals and 
Kaiser Aluminum & Chemical 
Corp. are in the midst of the most 
hectic construction program in 
their history. The same is true of 
the Canadian producer, Alumi- 
nium, Ltd. 

Approximately $500 million 
will be spent in 1952 alone for the 
major portion of the construction 
program and for its completion by 
early 1953. When completed, the 
new production facilities will pro- 
vide for an additional 750,000 tons 
and will bring annual capacity up to 1.5 million tons, 
approximately double that of mid-1950 when the 
Korean war started. However, even before comple- 
tion of the present program, it is already believed 
that the sights will be raised and that an additional 
250,000 tons will have to be added. This, however, 
is a problem for 1953-54 and not of today though, 
if needed, the Government may insist on additional 
capacity at any time in the near future. This will 
depend to a large extent on whether the military can 
convince Congress of the necessity of building an 
air force of 143 wings instead of the 95 which was 
the goal when the major defense effort started. 


As of 1952, primary aluminum production is ex- 
pected to set an all-time record with output well over 
two billion pounds as against 1.6 billion in 1951 and 
1.8 billion in the peak World War II year 1943. 

In the meantime, at least a minimum of civilian 
requirements must be met. With aluminum in ex- 
tremely tight supply and likely to continue so for 
many months, if not throughout 1952, non-essential 
consumers have been limited to no more than 20% 
of the available metal. For a time, it was planned 
to cut them to 10%, but a fortunate three-way ar- 
rangement between the U. S., Britain and Canada 
whereby Britain agreed to forego 4.4 million pounds 
monthly for five months in exchange for steel from 
the United States, with the latter receiving an equiva- 
lent amount of aluminum from Canada, ended the 
threat for the time being. 
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Photo by Aluminum Corp. of America 


A closer examination of the situation, however, 
shows that the prospects for civilian consumers of 
aluminum are not quite as dim as popularly sup- 
posed. On the basis of their current 20% allowance, 
these users by the end of the year should have access 
to possibly as much as 300,000 tons (on an annual 
basis) of the 1.5 million tons now planned for 1952. 
Naturally, this will depend on how quickly the new 
plants are finished but even if the ultimately planned 
capacity is not quite available in time, consumers 
should have something like 20,000 tons a month with 
which to work possibly by mid-year. Significantly, 
this is about the same as the total primary produc- 
tion of the metal in the United States in 1940 when 
there were no restrictions. With over 4,000 end uses 
for aluminum and about 17,000 fabricators who de- 
pend on a reasonable supply, this is obviously a very 
important matter. It is not to be wondered at there- 
fore that they view the industry’s race against time 
with keen anxiety. 


Experimenting in Aluminum Substitution 


As tight as this situation is, it is nevertheless more 
favorable than the one faced by civilian fabricators 
of other metals, especially copper. The situation, 
however, has become aggravated since there has been 
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much successful experi- 
mentation in recent years 
in substituting aluminum 
for other metals, espe- 
cially in the automotive 
and electrical industries. 
Some of these companies 
plan to make the substi- 
tution permanent as soon 
as a free flow of the 
metal becomes possible, 
thus adding substanti- 
ally to the potential de- 
mand. 

The two outstanding 
features of the current 
picture in aluminum is 
the expansion, on an ex- 
tremely large production 





STATEMENT FOR THE MAGAZINE OF WALL STREET | 


By I. W. WILSON, President, Aluminum Company of America 


Optimism concerning the eventual improvement of 
aluminum supplies in America is backed up by the speed 
and boldness with which the aluminum industry has 
attacked the present expansion program. Private indus- 
try is expending more than a half-billion dollars on con- 
struction of additional smelting capacity now authorized 
by the Government. Alcoa itself is spending over 300 
million dollars to do its share of the job. 


We at Alcoa will continue to do everything in our 
power to keep aluminum coming in plentiful supply and 
on time for all military needs. And we shall continue to 
look forward to the day, in the not too distant future, 
when there will be enough aluminum for everybody. 














tion of 200,000 tons of 
aluminum annually and 
the plant alone will pro- 
duce more than the entire 
United States did before 
World War II. The two 
Kaiser reduction plants 
in the state of Washing. 
ton together are already 
producing 170,000 tons, 


Cheap Power 
Vital to Industry 


The new program, 
which is part of a $200 
million Kaiser project, 
also calls for a consider- 

















scale, of two _ relative 

newcomers to the field, Roynolds Metals and Kaiser 
Aluminum, the former originally an important fabri- 
cator. The addition to production already undertaken 
by these two companies, and in process through new 
plant building, has effectively ended the old monopoly 
of ALCOA, with the blessing of Government, though 
technically the monopoly had already been ended 
in 1949 through court order. The second important 
development is that Anaconda, through the Harvey 
Machine Co. of California, is soon to become an 
important producer of the metal. 


When current construction schedules are com- 
pleted, Aluminum Corp. of America will have a ca- 
pacity of 650,000 tons annually, or 44.4% of the 
national total; Reynolds one of 394,000 tons, or 
26.8% ; Kaiser Aluminum’s capacity will be 370,000 
tons or 25%, and the Anaconda-Harvey combination 
will have 72,000 tons or about 5%. However, it will 
be some time before Anaconda can enter actual 
operations. 

The Government, which is persistent in its efforts 
to widen the productive base of the industry and has 
sought to interest smaller concerns, finally has had 
to admit that the only feasible way to get produc- 
tion on a large scale, and rapidly, was to encourage 
the “Big Three,” and now, the “Big Four.” It takes 
about $100 million to set up an aluminum plant these 
days, and years of metallurgical know-how and ex- 
perience to run it. Obviously, only the above group 
could fill the bill. 

The Kaiser Aluminum and Chemical Corp’s. 
Chalmette plant, at New Orleans, La., will be the 
largest of its kind in the world when completed in 
mid-1953. The cost is a staggering $150 million and 
pays for some 75-odd buildings and machinery. The 











; able increase in produc- 
tion schedules for exploiting the ore mines in 
Jamaica, BWI, and further additions to the 
Mead reduction plant at Spokane. An unusual 
feature of the financing of the older Kaiser alumi- 
num plants is that loans incurred in purchasing the 
Government’s surplus plants after the last war were 
prepaid 23 years in advance, the last installment of 
about $37.3 million having been paid last February. 
The total cost of these plants was $56.3 million. This 
pre-payment was a brilliant stroke by Kaiser, quite 
typical of the enterprise and daring of this manage- 
ment. Under the defense mobilization, construction 
of the new plants is facilitated by the permissible 
accelerated amortization for tax purposes. 


One of the most formidable problems facing the 
aluminum industry is to secure cheap power. The 
Chalmette plant alone will require 478,000 kw. The 
problem is most acute in the Northwest where dry 
weather can reduce electric generation. In the South- 
west, reduction plants are more favorably situated 
since they have access to ample natural gas sup- 
plies, but this is more expensive. If plant capacity 
outruns power facilities, the industry may be forced 
to turn to coal as a supplementary source of power. 
This, however, would raise costs. The situation in 
the Northwest could be alleviated in part at least if 
the Government would relax its stiff policy of letting 
long-term power contracts to the existing producers. 
Perhaps the arrangement for power from the impor- 
tant Hungry Horse Dam between the Interior Dept. 
and Anaconda Copper, to supply the new reduction 
plant at Kalispell, Mont., will prove the forerunner 
of such relaxation. The aluminum industry’s need for 
power should convince the government that it should 
remedy the present deficiency by any available means. 

















Statistical Data on Aluminum Companies 





9 Months 1951 





1950 





Net 








Net 











Net Net Per Net Net Per Recent 1951 Div. Price Range 
Sales Income Share Sales Income Share Price Div. Yield 1950-51 
(Millions) (Millions) 
Aluminum, Ltd. ........ B iseoren . $206.0 $ 27.1 $ 7.28 $226.6 $ 32.6 $ 8.76 107% $ 3.55 3.3% 113%-457% 
Aluminum Co. of Amer......................... 404.6 30.7 5.91 481.1 46.8 9.07 81 232 3.4 884-5112 
Kaiser Aluminum & Chem. .................. 44.32 4.22 1.252 123.11 15.71 4.601 37% 1.303 63.5 405¢-10% 
Reynolds Metals Co, ..0............:.ceeeeee 164.4 12.3 8.31 166.9 12.6 8.84 56% 1.10 1.9 6634-1856 
1_Year ended May 31, 1951. 3—Plus stock. 


2_4 months ended Sept. 30, 1951. 
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’ has been accomplished solely through private 
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Postwar expansion of the aluminum industry 


fnancing, thus differing radically from the sit- 
uation during World War II when the Govern- 
ment was responsible for the financing of the 
additional facilities constructed during that 
period. Accompanying the rapid multiplication 
of the production facilities of Reynolds Metals 
Co., was the private sale to institutional in- 
vestors last July of $85 million bonds. This pro- 
vided for new capacity at Corpus Christi, Texas, 
and for additions to plant in Arkansas and Ore- 
gon. Alumina obtained from the ore reserves in 
Jamaica, BWI, and the state of Arkansas will 
be used for the new plants. 


Huge Increase in Reynolds’ Output 


Further additions have been announced for 
the company’s reduction plant at Longview, 
Wash., which will add about 20,000 tons pro- 
duction and cost about $12 million. Ore reserve 
additions at Jamaica which were financed 
through the E.C.A. at a cost of $11 million, call 
for an additional $3,284,000. Thus, all branches of 
the company’s aluminum making facilities are being 
expanded simultaneously. 

When these facilities are completed in 1953, the 
total production rate will be 829 million pounds annu- 
ally, more than five times the company’s production 
in World War II and 214 times the entire industry’s 
output in 1989. Actual production is estimated by 
the president, Mr. Richard S. Reynolds, Jr., at 635 
million pounds in 1952, or about 315,000 tons. Built 
under Government authorization, accelerated amor- 
tization of these facilities, with resultant tax advan- 
tages, has been granted to the company. 


Alcoa’s Big Expansion Program 


Largest among the aluminum producers, Alumi- 
num Company of America is spending over $300 
millions on its expansion program of which $225 
million will be financed immediately through bank 
loans and new securities. Among the important addi- 
tions are the two new smelting units at Point Com- 
fort, Texas, increasing existing production there by 
35,000 tons annually. A very large plant is under 
construction at Wenatchee, Wash., which will 


Inspection of Aluminum Sheet at Reynolds Listerhill (Alabama) Plant. 





the fact that Anaconda, the first copper company to 
enter the field, is about to get into the industry on a 
sizeable scale. 

For some years, copper interests have carefully 
observed the growth of the aluminum industry. While 
aluminum and copper are natural rivals, there has 
been a good deal of misconception as to the actual 
role these metals will play with regard to each other 
in the future. The facts are simple. In those cases 
where aluminum may be used in place of copper, the 
former has a competitive advantage since one pound 
of aluminum may do the work of two or three pounds 
of copper. This is of obvious importance in a situa- 
tion such as the present with aluminum selling at 
19 cents a pound and copper 2414 cents. However, 
the present situation has been created mainly by the 
mobilization measures and, in a few years, when 
copper is in much greater supply, as it will be under 
current plans for higher production, the differential 
in price may vanish. During World War II, at one 
time, aluminum and copper sold at the same price 
of about 14 cents. 

In order to assay the true competitive relation 
between the two metals, (Please turn to page 482) 





have a capacity of 85,000 tons of aluminum an- 
nually, with required electric power being sup- 
plied through the Rock Island dam development. 
Another new smelting facility is being erected 
at Rockdale, Tex., with a capacity of 85,000 
tons. This plant is unique in that it will use 
lignite as a fuel in generating electric power 
through a steam-electric station. 

Processing of bauxite ore is also planned on 
a greatly increased scale in the new alumina 
plant at Bauxite, Kansas, and in addition, facili- 
Hes will be enlarged at two existing ALCOA 
plants in East St. Louis, Ill., and Mobile, Ala. 
When completed, new and old facilities com- 
bined will bring the company’s production of 
primary metal up to about 650,000 tons, about 
double that of 1950 and almost 314 times that 
of 1940. 

Naturally, these important developments in 
the expansion of U. S. aluminum production by 
the “Big Three” have excited a good deal of 
attention. Of considerable importance, also, is 
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’ earnings in 1951 
were generally higher 
throughout the nation but 
the impact of higher taxes, 
particularly excess profits 
taxes, severely reduced the 
rate of gain. Were it not for 
the tax factor, the record 
level of gross income would 
have produced the highest 
net earnings in many years. 
The extent of the tax “bite” 
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banks amounted to 4.6% of 5 
gross income; in 1950 they Iwas | zl 

came to 11.3%, and in 1951 ES | ee 
to approximately 12.5% 3 
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figure showing a decline of 
almost $5 billion since the 
end of 1949. 


Accompanying these sig- 


for an aggregate rise of al- 
most $6 billion since 1949. 
In New York, demand de- 
posits rose from $17.8 bil- 
lion to $18.4 billion, consti- 
tuting a gain of $1.5 billion 
over two years ago. 

At the current time, de- 
mand deposits are swelling 
to new record figures as a 
result of incipient Treasury 
deficit financing which is 
having the effect of increas- 
ing private deposits at the 
expense of the new Govern- 
ment deposits. However, it 
is expected that during the 
































Despite this burden, most fare i 
banks have been able to re- aA rn\ 
port modest increases in oa 
their 1951 net earnings, 
averaging about 5% over 1950. The gain in operat- 
ing profits was due to the substantial increase in 
commercial loans, accompanied by a steady advance 
in interest rates, the latter having risen from an 
average of 2.15% to 2.49%. At the same time, hold- 
ings of government neue. particularly long- term 
issues, have declined markedly, enabling the banks 
to substitute these lower-y ielding income producers 
by more lucrative commercial loans. 

_ The total of commercial loans for all member banks 
in leading cities, as reported by the Federal Reserve 
system, was approximately $21.5 billion at the end 
of 1951, a gain of $3.7 billion since the year previous, 

and of $7. 6 billion over 1949. This represents a radi- 
cal change in the earnings assets position of the banks 
and shows why operating profits have advanced so 
substantially. 

The situation is equally striking with the New 
York banks which hold about 25% of total Federal 
Reserve assets. Here, commercial loans increased to 
$8.4 billion at the end of 1951 from $6.7 billion in 
1950 and $5.1 billion in 1949. Government bond hold- 
ings were reduced from $10.3 billion to $9 billion. In 
1949, they were almost $12 billion. For the member 
banks in all leading cities, government bonds de- 
clined from $33.7 billion to $32.5 billion, the current 
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first half of the year, the 
large surplus revenue posi- 
tion will more than offset 
the current Treasury deficit, with the result that 
deposits will decrease somewhat. 

Banks are operating practically on a fuliy-lent 
basis, which has been the case for all of 1951 and 
accounts for the fact that the higher commercial 
loans have not produced an important increase in 
earning assets. Collateral and security loans are al- 
most at a minimum, the amount of income from this 
source being insignificant. 


Rise in Money Rates 


The December move of the New York banks to 
raise the rate of prime commercial paper to 3% has 
been viewed with satisfaction by banks throughout 
the country, which naturally followed the example. 
The new rate, of course, does not affect older out- | 
standing loans, which were negotiated at the lower 
rates previously prevailing, but as they mature, they 
will have to be replaced by loans at higher rates, thus 
increasing bank income. New lending naturally gives 
the banks an opportunity to take advantage of the 
higher rates from the moment the loan is made. 

While there may be short-term changes in the 
total outstanding commercial loans during 1952, 
there is no reason to doubt that the average for the 
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year will compare favorably with the year just 
ended. For one thing, banks are called upon to make 
an increasing proportion of loans-in support of the 
defense effort which thus far shows no sign of slack- 
ening, and they must also satisfy the normal com- 
mercial and private needs. 

As a matter of fact, the banks are not troubled 
by any dearth of loans; quite the contrary. Most of 
them under the voluntary credit-restraint program, 
are restricting applications which in more normal 
times would have considered favorably. In the past 
several weeks, commercial loans have declined, owing 
to seasonal prepayments, especially by finance com- 
panies, food processors and wholesale and retail 
dealers. 


Increased Operating Expenses 


Banks, which have always been noted for their 
ability to keep operating expenses under excellent 
control, have not lost sight of the need of continuing 
this stringent policy. Salaries are the largest single 
component in operating expenses and these have 
been held at quite a steady ratio of both operating 
income and expenses over the past decade despite 
rising salary costs. From 1942 to 1950, salaries were 
30% of operating income and 44°~ of total operating 
expenses, advancing modestly in the latter year to 
31% and 49% respectively. Final figures for 1951 
are not available but since there has been an increase 
of 10% in bank employment during the final half 
of 1951, it is probable that a further minor increase 
in such expenses occurred. 

However, this is quite insignificant in amount 
compared to the great increases in taxes. The tax 
liability of Guaranty Trust Co. for example, increased 
$6.3 million over 1950, or by about $6 a share. The 
excess profits tax alone in the case of National City 
Bank of New York was $4 million. Other banks were 
under a similar handicap. 

Undoubtedly, the tax question remains the most 
pressing for the banks to-day. The enormous expan- 
sion of business throughout the country and the 
attendant rise in loans requires that they be in pos- 
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Statistical Data on Leading Bank Stocks 


session of sufficient capital to service these demands 
efficiently. Since capital funds can only be obtained 
from stockholders, dividends must be sufficient to 
encourage their support in the event new capital 
should be required. 

At present, dividend disbursements of a number 
of banks are as high as 70% and 80% of net income. 
While this seems substantial, it must be viewed in 
relation to net income, on which a virtual ceiling is 
now imposed by inordinately high taxes. It is true 
that net is increasing at an average rate of about 
5% but this is not sufficiently large to warrant sub- 
stantial dividend raises, except in those cases where 
dividends have been kept to proportionately low 
levels. 

With few exceptions, it has been found difficult 
to raise new capital in recent years. The difficulties 
are well described in the year-end report of The 
Chemical Bank & Trust Co. which stated: “Para- 
doxically, in the face of record loans and deposits 
and progressively higher interest rates, bank earn- 
ings after taxes have remained low and bank shares 
generally continue to be quoted at a discount from 
book values. Limitations of Federal income taxes and 
excess profits taxes prevent many banks from earn- 
ing enough on their stockholders’ money to justify 
the sale of additional shares.” 


Many Bank Shares Still Below Book Value 


The truth of this statement is exemplified by sta- 
tistical data listed in the accompanying table which 
show that many bank shares are still selling below 
book values, in some cases appreciably so. In recog- 
nition of the defects of this situation, the Federal 
Reserve Board has announced that it will conduct 
a survey of 1500 commercial banks throughout the 
country to determine the actual effect of taxes on new 
capital problems with the findings to be made avail- 
able to government authorities, presumably with the 
end of making the necessary recommendations to 
Congress. 

In view of the difficulty of raising new capital, 
many banks throughout (Please turn to page 486) 
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Book Value Total U.S. Loans 
Per Share Deposits Assets Gov't and Net Per Share* Div. Recent _ Div. 
12/31/51 12/31/50 12/31/51 12/31/50 12/31/51 Securities Discounts 1951 1950 1951 Price ‘Yield 
— (Millions) —-———— 

Bank of Amer., N. T. & S.A. $ 17.18 $ 16.45 $6,815.8 $6,191.7  $7,531.2 22.4% 48.8% $ 2.12 $2.16 $ 1.60 29 5.5% 
Bank of Manhattan 32.90 32.26 ~=—-1,253.1 1,212.0 1,361.3 22.6 43.5 2.381 2.42! 1.40 35 4.0 
Bankers Trust .... fe 56.29 56.32 1,944.2 1,642.0 2,171.6 19.5 44.2 2.60 2.00 4854 4.1 
Chase National Bank.. 48.81 47.70 5,149.6 4,871.4 5,607.1 21.1 38.6 2.90 2.83 1.80 40 4.5 
Chemical Bank & Trust 47.31 46.72 1,775.1 1,552.2 1,941.8 26.6 37.6 3.33 3.07 1.95 47%, 4.2 
Continental Illinois 106.19 101.74 2,480.2 2,378.4 2,703.3 43.6 23.1 8.46 8.02 4.00 100 4.0 
Corn Exchange, N. Y. 65.21 63.70 788.6 778.6 840.7 46.9 17.0 4.52 4.66 3.00 69 4.3 
First National of Boston 46.85 46.26 1,495.1 1,432.0 1,676.0 28.4 40.8 3.941 4.231 2.25 49, AS 
First National of Chicago 193.76 182.25 2,477.3 2,404.7 2,683.2 26.7 44.1 18.18 17.48 8.00 232 3.4 
First National of N. Y. 1,416.11 1,420.67 609.5 580.7 758.4 30.9 25.4 7544 83.24 80.00 1,225 6.5 
Guaranty Trust 377.97 374.39 2,699.8 2,503.0 3,136.4 22.4 44.6 17.58 17.82 14.00 305 4.5 
Hanover Bank . 115.44 113.47, 1,663.2 1,616.8 1,830.7 33.3 32.8 5.98 5.97 4.00° 98 4.) 
Irving Trust . 23.92 23.52 1,241.4 1,218.5 1,489.9 25.2 45.3 1.561 1.481 1.40 22% 6.2 
Manufacturers Trust... 63.92 59.44 2,569.9 2,581.9 2,766.3 31.5 30.2 4.961 4.631 2.40 61% 3.9 
National City of N. Y.2 50.69 51.30 5,549.0 5,244.1 6,051.3 27.4 34.5 3.59 4.04 2.00 49 4.1 
New York Trust.. ere 116.96 113.87 704.8 718.5 786.3 29.2 39.4 8.09 7.17 5.00 116 4.3 
Philadelphia National .... 91.47 89.51 813.2 765.5 888.5 23.8 33.4 8.08 7.68 5.00 104% 4.8 

*—Net indicated earnings. 2—Including City Bank Farmers Trust Co. 
1_Net operating earnings. 3—Plus stock dividend. 
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Test 


A test, of at least short-term 
significance, of the market’s tech- 
nical position would appear to be 
implicit in the situation existing 
as this is written. Aided more or 
less by normal seasonal year-end 
factors, including elimination of 
tax selling and early-January re- 
investment of December dividend 
income, the industrial list as a 
whole by January 5 had recovered 
more than three-quarters of the 
ground lost in the October-Novem- 
ber sell-off. Has the top of an 
intermediate recovery been seen 
or approximated, or will enough 
demand develop to lift average 
industrial stock prices decisively 
through the 1951 autumn high to 
a new bull-market high? Only 
time will tell. 


Groups 

At this writing, the stock 
groups performing best, either by 
holding within close percentages 
of their previous highs or by re- 
cording new highs, are electric 
utilities, oils, containers (due 
mainly to the rise of American 
Can on an announced stock split), 
finance companies, non-ferrous 
metals, dairy products, radio- 
television stocks, shipping, natu- 
ral gas, bank and insurance stocks, 
and variety-store stocks. In gen- 
eral, investment-grade stocks con- 
tinue to meet with much better 
demand than speculative stocks. 
Although up some, the low-priced 
“cats and dogs” lagged behind the 
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market on the November-January 
upswing to date. 


February 


Judged by the past record, Feb- 
ruary is “just another month” for 
the stock market, without any 
consistent tendency. In 33 years 
back to 1920, there was some net 
rise by the industrial average in 
February in 11 years, declines in 
12 years and nominal net changes 
in 10 years. Other things being 
equal—which they rarely are— 
the odds, of course, ought to be 
for some gain in February in bull 
markets, some decline in bear 
markets. But, just to emphasize 
how contrary the market can be 
at times, there was a February 
decline in 1928 and a nominal 
February change in 1929, both 
roaring bull-market years; and 
February gains in 1930, 1931 and 
1932, all dismal bear-market 
years. In the present selective 





market, without either a strong 
general bull or bear trend ap- 
parent, it would take a bolder 
prophet than this writer to ven- 
ture a guess as to whether average 
stock prices will be up or down 
on balance in February, 1952. 
However, it can be said that the 
technical basis for a February 
rise would appear more than a 
little dubious if, by the end of 
January, the industrial average is 
still in the upper one-third seg- 
ment of the trading range of 
recent months without having 
broken through to a new high. 


Splits 


About 150 companies split their 
stocks in 1951, a total exceeded 
previously only in 1946. Since 
1946 was the culminating year of 
a long bull market, the analogy 
raises a question. However, all 
that can be said is that splits are 
always most numerous after the 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1951 1950 

6 mos. Nov. 30 $1.54 $1.43 

. Year Oct. 27 11.16 6.04 
. Year Sept. 30 1.14 +32 
. 11 mos. Nov. 30 6.49 6.22 
7 mos. Oct. 31 1.82 1.36 
Year Sept. 30 1.46 37 
Year Oct. 31 6.59 4.84 
Year Oct. 31 3.57 3.03 
11 mos. Nov. 30 10.08 9.61 
Year Sept. 30 5.22 4.71 
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affected stocks have had large ad- 
vances; and that considerations 
more fundamental than a large 
total of splits will determine 
whether a given year proves to 
have been the terminal year of a 
rising market cycle. Splits are 
more likely to be for the purpose 
of facilitating distribution of “‘in- 
sider” stock holdings in the case 
of smaller companies than in that 
of large ones. Some of the major 
companies which split their stocks 
in 1951 were American Smelting, 
Atchison, Burlington Mills, Doug- 
las Aircraft, Fairbanks Morse, 
Firestone Tire, First National 
Stores, Freeport Sulphur, Good- 
rich, Goodyear, Humble Oil, Lone 
Star Cement, May Department 
Stores, Merck, Minnesota Mining 
& Manufacturing, National Lead, 
Pacific Mills, Pfizer, Phillips Petro- 
leum, Squibb, Standard Oil of 
California, Standard Oil (New 
Jersey), and Texas Co. 


Candidates 


The latest important proposed 
splits are those of American Can 
and United States Rubber. Each 
of these stocks responded to the 
news with a sharp upward spurt. 
On the basis of their current mar- 
ket levels and other considera- 
tions, stocks which may be candi- 
dates for splits include Abbott 
Laboratories, Aluminum,  Ltd., 
American Cyanamid, Atlantic Re- 
fining, Cities Service, Dow Chemi- 
cal, International Business Mach., 
Kennecott Copper, Monsanto 
Chemical, Hercules Powder, Rohm 
& Haas, Standard Oil (Indiana), 
Texas Gulf Sulphur, Texas Pacific 
Land Trust, and U. S. Gypsum. 


Values 


The splitting of a stock adds 
nothing to its real value, since it 
merely cuts the existing “‘pie” into 
a larger number of slices. The 
theory is that splitting a higher- 
priced stock will invite more wide- 
spread ownership of it, since most 
investors prefer to buy stocks sell- 
ing in medium or lower price 
ranges. To the extent that more 
demand is thus generated, split 
stocks tend to rise more or less, 
other things being equal. The lat- 
ter qualification is important. 
Over any reasonably extended 
period of time, the investment- 
speculative consensus on prospec- 
tive earnings and dividends will 
have much more to do with the 
price movement of a stock than 
will a split. When high-priced 
stocks spurt sharply on news that 
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directors have proposed a split, 
that is due mainly to buying by 
traders; for, obviously, the initial 
run-up puts the stock still further 
out of reach of investors who are 
repelled by a high price. In the 
recent examples, in a single trad- 
ing session, American Can rose 
514, points to 12614, and U. S. 
Rubber 414, points to 83. It is a 
reasonably safe prophesy that on 
the day, some weeks hence, when 
trading begins in the new lower- 
priced shares of these companies, 
there will be no such fireworks, if 
any. 


Taxes 


It is true that the capital gains 
tax, now at a 26% effective rate, 
tends to some extent to freeze in- 
vestments in common stocks. 
Among investors with large prof- 
its, a fairly typical reaction is: 
Why should I sell, when over a 
quarter of my profit will go to 
the Government? Maybe I can sell 
and buy back later at a sufficiently 
lower price to more than offset the 
capital gains tax, maybe not. The 
answer to this kind of reasoning 
is that it is basically a bad thing 
to let one’s judgment be frozen by 
tax considerations. A frozen in- 
vestment in a growth stock might 
work out very well indeed over a 
period of years; while frozen in- 
vestments in cyclical stocks, if 
bought at advanced market levels, 
will in due time work out badly. 
Decision to sell or hold a given 
stock should hinge on objective 
judgment whether it is reasonably 
priced or over-priced on current 
and prospective earnings and divi- 
dends. After all, the capital gains 
tax lets you keep 74% of the 


profit. Compared with income tax 
rates even in the medium brack- 
ets, that is not too bad a deal. Of 
course, much depends on the price 
that you paid for a stock. If you 
sold a stock at 100, which cost you 
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50, you would have to buy it back 
roughly 14 points lower, allowing 
for commission costs, to break 
even on the turn-around move. If 
you paid 75 for it, you would 
roughly break even buying it back 
on a 7-point decline from 100. The 
declines cited for illustration are 
moderate compared with those of 
most stocks, especially cyclical- 
type issues, in even a medium- 
scope bear market. To point that 
out. is not to predict a bear market 
any time soon. It is merely to em- 
phasize that refusal to take prof- 
its, merely because of the capital 
gains tax, can cost you dearly 
whenever some real storm clouds 
develop; or if prospects for a com- 
pany, whose stock you hold, turn 
seriously sour. You should keep 
an open mind. If you let the tax 
factor freeze your judgment, your 
mind is closed. 


Defensive 


We are in the longest business 
boom in American history — an 
industrial boom which has run, in 
various phases but without a seri- 
ous interruption, since the start 
of World War II in 1939. Mindful 
of that fact and of the abnormal 
stimulants now keeping the boom 
going, many people—without try- 
ing to time its peak—are ponder- 
ing the consequences of the even- 
tual tapering off of the arms out- 
lays and the record expansion in 
-apital-goods activity. This, and 
questionable prospects for so 
many speculative stocks, probably 
accounts for increasing interest in 
“defensive” stocks, which is to 
say stable-dividend stocks. Typi- 
cal examples are better-grade 
stocks in such fields as electric 
utilities, variety -store chains, 
food-store chains, dairy products, 
flour milling, biscuit bakers, pro- 
prietary drugs and a few others. 
The reasoning is sound so far as 

(Please turn to page 482) 


1951 1950 
Nov. 30 Quar. $1.83 $2.62 
Year Oct. ‘31 5.30 8.03 
Dec. 1 Quar. -63 91 
Dec. 1 Quar. -67 -93 
Nov. 30 Quar. 1.32 1.60 
Nov. 30 Quar. 69 1.00 
11 mos. Nov. 30 4.15 5.32 
Sept. 30 Quar. -57 85 
Nov. 30 Quar. 59 81 
11 mos. Nov. 30 3.36 8.18 
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Caution is the predominant note of January business which has 
shown the same signs of stickiness that characterized activity 
during most of autumn and early winter. It was hardly ex- 
pected otherwise. The pros- 
pect is that year-ago com- 
parisons through most of the 
first quarter won't be favor- 
able but that in itself need 
not be alarming unless the 
trend continues beyond the 
first three months. First of 
all, minor fluctuations don’t 
mean too much and what's 
more, they are from a high 
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TEAR plateau. Secondly, arms out- 
460 put is now gathering mo- 
mentum and will soon be- 
come a real factor of 
Two importance from the pro- 
weeas duction standpoint. 


Meanwhile the bad news 
about second-quarter cut- 
backs has come to hand, 
with just about all civilian 
hard goods lines clipped 
further. The auto industry 
won a minor victory. They 
will get enough steel for 
900,000 cars, and copper 
os and aluminum for 800,000. 

194! They probably can stretch 
out these latter materials for 
a 900,000 quarterly output. 
Originally talked allotments 
would have covered 800,000 
cars at the most, and per- 
haps less. Other industry 
troubles are costs and prices. 
1939 While price boosts have 
been granted to compen- 
sate for higher costs, Detroit 
is reluctant to make full use 
thereof for fear of even 
greater consumer resistance, 
already very much in evi- 
dence. 

Elsewhere in the hard 
goods field, notably appli- 


1} ances, output will have to be 


cut another 10% in the 
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second quarter, dropping production to 45% of pre-Korean 
levels. This did not occasion much immediate concern, how- 
ever. Inventories of most items continue substantial and any- 
how, consumer demand is likely to run below last year’s, thus 
will tend to offset the reduction in output. Ultimately this will 
bring production and sales in much closer balance. For major 
appliances, thus, the new cuts seem to be largely academic 
and the same may even apply to residential housing where o 
drastic 40% cut has been proposed, with new housing starts 
to be held to around 660,000. 

It is evident that there have been some important shifts in 
Washington thinking. The overall time table for arms pro- 
duction is being pushed back, hence the peak will come later, 
perhaps not before late 1953. And as the latest cutbacks 
indicate, the “guns and butter” thesis is being shaken some. 
It's realized that we cannot arm the nation without someone 
getting hurt, but the really painful stage may not last too 
long, and may not be too drastic. 

It's one reason why crystal ball gazers are extremely cav- 
tious; they realize we are living in unpredictable times. New 
developments can force drastic changes from original fore- 
casts. Not that the arms program, from a money standpoint, 
is not reassuring. Unspent appropriations are immense, amount 
to over $90 billion, and some $50 billion more will be asked, 
and approved. That leaves some $140 billion to be spent, 
enough to maintain business activity—despite some bare spots 
—at a high level for another two years. 

There is talk about an improvement in the inventory situa- 
tion and undoubtedly some businesses have managed to work 
down excessive stocks, but the overall picture is still not 
impressive. A drop in retailers stocks brought, by $150 million, 
total business inventories down to $70.9 billion. The decline at 
retail was enough to offset the effects of a $100 million gain 
in manufacturers’ stocks, aided by a $100 million drop in 
wholesale inventories. But here is the rub: Since the decline of 
total business inventories was more than offset by lower 
replacement costs at the manufacturing level, this points actu- 
ally to a small increase in physical holdings, or so thinks the 
Commerce Department. Interestingly, the drop in retailers’ 
stocks was entirely accounted for by durable goods stores. 
Non-durables were little changed. Meanwhile wholesale mar- 
kets report that buyers are cautious, with most stores aiming 
to lower inventories 10% below the 1951 level. 

What we earlier said about year-ago comparisons is illus- 
trated by what happened to department store sales in the 
first week of January. They dropped 21% below last year 
but volume at that time was swollen by the second post- 
Korean scare buying wave, hence the comparison is greatly 
distorted. That buying surge continued well into February, and 
we shall have to wait another month or so to get a better 
idea of consumer spending trends. 
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MONEY & CREDIT—The nation’s money supply consisting 
of all bank deposits plus currency outside the banks, rose by 


a $1.1 billion in the four weeks ending November 28 to a total 


of $182.7 billion. The latest rise, which is much smaller than 
the $3.7 billion jump that occurred in October, reflects a $700 
million increase in bank loans and a $400 million rise in 
the banks’ holdings of government securities. The larger money 
supply consisted of a $1.3 billion increase in demand deposits 
and a $100 million rise in currency outside the banks, while 
time deposits fell by $300 million. As compared with a year 
ago, the money supply is higher by $8.9 billion and this 
expansion was made possible by a rise of $7.4 billion in bank 
loans and purchases of $2.2 billion in government securities 
by the banks. Last year marked a turning point in interest 
rates as the Federal Reserve freed itself from the incubus of 
having to support the government bond market. As a result a 
rise in both short and long term inteerst rates has been wit- 
nessed. Thus the yield on 91-day Treasury Bills rose from 
1.35% in December 1950 to 1.75% at the end of 1951. The 
long term bank-ineligible 2%’s of 1967-72 were yielding 
2.74% in December 1951, up from 2.44% a year earlier 
while high grade corporate bonds fell even more in price, 
with a representative index showing a yield of 3.04% last 
month against 2.56% a year ago. The story of common stock 
yields was a different one, however. In this field, yields fell 
as dividends failed to keep pace with stock prices. At the end 
of 1951, Standard & Poor’s index of yields on common stocks 
stood at 6.02% versus 7.28 percent a year ago. So far this 
year long-term government bonds have been weak with the 
21's of December 1967-72 closing at 9558 on January 14, 
down from a price of 96 on January 2. On the other hand, 
the stringency in short-term money has eased as the result 
of the seasonally heavy return flow of currency to the banks. 
Thus the Treasury 2’s of 1954-52 have risen % point since 
the beginning of the year and now yield 2.08% to maturity. 
The Federal Reserve banks took advantage of strength in 
this sector and reduced their holdings of Treasury Bills and 
Certificates by $205.4 million in the week ending January 9, 
while their holdings of Treasury bonds remained unchanged. 


—_—_—_—__-_-9-——_ Seed 


TRADE—Retailers found no cheer in year-to-year trade com- 
parisons as the nation’s department store sales for the week 
ended Jan. 5 fell 21% below results for the corresponding 
week of 1951. The New York area made the worst showing 
with a 25% drop. The first month of last year was the occa- 
sion for a violent buying spree while purchasers this year are 
ina much more circumspect mood. Total retail trade in the 
week ending Wednesday January 9 has shown some improve- 
ment over the previous week although still below a year ago. 
Shoppers are bargain-conscious and respond well to price 
concessions. Good demand for apparel and foods was noted 
while sales of consumer durables weer noticeably below a 
year ago. 
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INDUSTRY—The MWS Index of Business Activity on a per 
capita basis fell to 177.5 for the week ended January 5 from 
183.1 the previous week and 180.0 a year ago. Figures for 
the latest week were distorted by the varied patterns of holi- 
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day observance among different industries. One of the main 
reasons for the decline in the Index was a drop of almost 
50% in the production of paperboard as compared with the 
previous week. 

iGrcscemen 


COMMODITIES—Spot commodity prices drifted slightly lower 
in the past two weeks and the MWS Index of spot prices 
closed at 179.6 on January 11 versus 180.9 on December 28. 
For the week ended January 9 sizeable price declines occurred 
in butter, hides and tallow while the largest advances were 
notd in lard, cocoa and flaxseed. Metals remain at ceiling 
levels with their prices in foreign countries above our ceiling 
although off from previous highs. However, foreign lead prices 
have been falling steadily and this enabled United States in- 
terests to buy Mexican lead last week at a price equivalent to 
our ceiling. 


———_—__——_9-—__—_—_—_— 


The value of NEW CONSTRUCTION in December dropped 
to $2,222 million from $2,495 million a month earlier and 
almost the same as the $2,234 million spent for this purpose 
in December 1950. As compared with a year ago increased 
building expenditures were noted in industrial, utility and pub- 
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latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Dec 3.3 3.3 1.5 1.55 (Continued from page 471) 
Cumulative from mid-1940. Dec 437.5 434.2 403.9 13.8 — lic construction but this was offset by de- 
FEDERAL GROSS DEBT—$b Jon. 11 259.2 259.2 156.0 55.2 | clines in residential and commercial build. 
ing. For the entire year of 1951, total con. 
mentary tite nei 53.4 54.0 51.3 26.1 _ | struction expenditures of $29.5 billion were 
Demand Deposits—94 Centers___ oais A 
ng a a 28.8 29.1 27.4 10.7 | above the $27.7 billion spent in 1950 but 
Cneneny Sy CIR the increase was less than the rise in build- 
BANK DEBITS ing costs. Defense expansion was the im- 
New York City—$b. Jan. 2 14.9 10.7 13.6 4.26 | portant element in the 1951 increase as 
93 Other Centers—$b Jon. 2 18.0 14.1 18.9 7.60 | residential building outlays were $2 billion 
PERSONAL INCOMES—$b (cd2) sis 2567 257.5 236.4 102 below that of the previous year. 
Salaries and Wages Nov 170 170 154 66 a - ba 
Proprietors’ Incomes. Nov 49 51 47 23 A sharp reduction in NEW ORDERS 
Interest and Dividends__________ } Nov 21 21 20 10 FOR MACHINE TOOLS in November was 
Transfer Payment Nov 13 13 12 3 noted by the National Machine Tool Build- 
(INCOME FROM AGRICULTURE) Nov 22 23 21 10 ers Association whose new order index fell 
POPULATION—m (e) (cb) i 155.2 1550 152.6 133.8 | 0 332.6 from 403.9 in October. Unfilled 
eeiniainanad tats 9b Bi Ditties hater 109.0 109.0 109.3 +~«+101.8.:~«|: Orders on the books of the industry now 
Civillan Labor Force Nov 63.2 635 635 55. | amount to 20.8 months based on the 
aia ies 1.8 1.6 2.2 3.8 | demonstrated production rate of all ma- 
Employed ai ae 613 61.8 613 51.8 chine tool builders and this compares with 
in Agriculture. — 7.0 77 76 8.0 | the high point in order backlogs reached in 
iain — 543 54.2 53.7 43.8 | September which was equal to 23.5 months 
At Work i 59.5 60.0 59.7 43.2 | Of production. November SHIPMENTS 
Weekly Hours ea 41.2 41.4 41.1 42.0 | were up slightly to 225.7% of the 1945- 
AiasAieses Whatllydn ome 2.45 2.48 2.45 1.82 | 1947 average from 221.3% in the previous 
month. The average annual dollar volume 
EMPLOYEES, Non-Farm—m (Ib) Nov 46.7 46.8 45.9 37.5 | of shipments for the 1945-1947 base period 
Government Nov 6.5 6.5 6.0 48 | is estimated at $354 million. One factor in 
Factory Nov 12.9 13.0 13.0 11.7 | the reduction in new orders has been the 
Weekly Hours. Nov 40.3 40.4 41.1 40.4 | growing amount of business going to for- 
Hourly Wage (cents) Nov 161.9 161.4 151.4 77.3 | eign machine tool builders while the heavy 
Weekly Wage ($) Nov 65.25 65.21 62.23 21.33 | orders for machine tools placed in recent 
months has resulted in a natural lull. 
PRICES—Wholesale (Ib2) Dec. 25 177.4 177.0 177.0 92.5 ° re a 
Retail (cdlb) Oct. 209.0 207.4 1939 1162 
Consumption of IRON ORE in the first 
COST OF LIVING (Ib3) Nov 188.6 187.4 176.4 100.2 eleven months of 1951 totalled 81,730,283 
Food Nov 231.4 229.2 = 210.8 = 113.1 | gross tons, compared with 76,247,540 tons 
Clothing Nov 207.6 208.9 194.3 113.8 in the same period of 1950 according to 
Rent Nov 138.9 138.2 1325 107-8 | the Lake Superior Iron Ore Association. As 
RETAIL TRADE—$b freezing weather sets in ending the move- 
Retail Store Sales (cd) Oct. 12.6 12.3 12.0 4.7 | ment of ore down the Great Lakes, pig iron 
ee eee Oct. 4.2 4.2 4.5 1.1 producers start digging into ore stock piles 
endiniaiilis Queda Oct. 8.4 8.1 7.6 3.6 | which amounted to 49,098,907 gross tons 
Dont Dunk Galen Genk Oct. 0.86 0.88 0.82 0.39 | on December 1 compared with 41,542,602 
Retail Sales Credit, End Mo. (rb2)_ | Oct. 1.211116 5.5 | tons a year ago. On the basis of present 
consumption this is enough to last more 
MANUFACTURERS’ than six months or well beyond the resump- 
New Orders—$b (cd) Total Nov 22.3 24.0 21.4 14.6_ | tion of ore shipping in April. 
Durable Goods Nov 10.3 11.6 10.4 7.1 2 n . 
Non-Durable Goods________-___ | Nov. 12.0 12.4 11.1 y foe 
Shipments—$b (ed)—Total Nov 227 24.2 «©2006 8.3 Output of finished PORTLAND CE- 
Durable Goods Nov. 10.7 11.5 9.6 4.1 MENT totalled 20,736,000 barrels in No- 
Non-Durable Goods Nov 120 127 110 4.2 | vember, a 3% increase over the 20,226,- 
000 barrels turned out in the same month 
BUSINESS INVENTORIES, End Mo.** a year earlier, the Bureau of Mines re- 
Total—$b (cd). Nov 69.9 70.0 59.0 28.6 ported. SHIPMENTS of 18,001,000 barrels 
Manufacturers’ Nov AS MA 322 16.4 | in November dropped 9% below a year 
Wholesalers’ Nov 10.0 10.1 90 4.1 | ago. With shipments below output in No- 
Retailers’ Nov 18.4 18.5 17.7 8.1 | vember, STOCKS of cement began a 
Dept. Store Stocks (mrb) Oct. 2.6 26 a4 1.2 | climb which usually continues until March. 
BUSINESS ACTIVITY—1—pc Jan. 5 177.5 183.1 180.0 141.8 | Stocks at the end of November amounted 
(M. W. S.)—I—np. Jan. 5 211.3 2180 2120 1465 | to 9,680,000 barrels against 6,944,000 a 
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Latest Previous Pre- 
Wk.or Wk.or Year Pear PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
INDUSTRIAL PROD.—1—np (rb) Nov 218 218 215 174 month earlier and 6,392,000 barrels on 
Mining Nov 171 174 160 133 hand in November 1950. 
Durable Goods Mfr... ______ | Nov 275 274 260 220 _ A m 
Non-Durable Goods Mfr._______ | Nov 188 188 195 151 
NATIONAL ADVERTISING expendi- 
CARLOADINGS—t—Total Jan. 5 613 502 662 833 tures in November remained at the all-time 
Misc. Freight Jon. 5 308 254 331 379 high level reached in October and were 
Mdse. L. C. L aie ne ” pi _ 13% above spending for the same pur- 
Grain fom S * = * Pe pose in November 1950, according to 
wae Genith Gutent Chadtd wo ia 7,149 6,922 6,602 3,267 ar of Printer’s Ink. Increased 
ineage as compared to a year ago was 
SOFT COAL, Prod. (st) m Jan. 5 9.1 78 10.0 10.8 reported for magazines, business papers 
Cumulative from Jan. 1 _ | Jan. 5 50 = 535 516 44.6 and television with the last named showing 
Stocks, End Mos Nov 77.8 78.0 72.0 61.8 a 100% gain. Decreases were noted for 
radio, newspaper and outdoor advertising. 
PETROLEUM—(bbls.) m 
Crude Output, Daily sf Jan. 6 6.2 6.2 5.8 4.1 * a - 
Gasoline Stocks oo = |= NEW RUBBER CONSUMPTION dur- 
Fuel Oil Stocks mm = = ” pe ing the month of November decreased 
Heating Oil Stocks ees ar he i = = 2.6% to 103,820 long tons from the 106,- 
LUMBER, Prod.—(bd. ft.) m Jan. 5 318 290 420 632 637 tons consumed in October, according 
Stocks, End Mo. (bd. ft.) b________ | Oct. 8.2 8.1 6.6 12.6 to the report of the Rubber Manufacturers 
Association. Comparison with November 
STEEL INGOT PROD. (st) m oi vpn oy es Bie 1950 made a eens showing with a 3.7% 
Sn tae Sa 2 ri hvac ) increase in rdubber use. Consumption of 
ENGINEERING CONSTRUCTION natural rubber in November amounted to 
AWARDS—$m (en) Jan. 10 281 159 416 94 35,127 long tons a 31.7% decline from 
Cumulative from Jan. 1_________ | Jan. 10 440 16 570 5,692 the same month a year ago, but this was 
more than made up for by a 41.2% in- 
MISCELLANEOUS —, 150 180 208 165 crease in synthetic rubber demand during 
a a Nov 34 37 30 17 the same period, resulting in consumption 
Do., Cigars—m Nov 554 591 545 543 of 68,693 long tons of the synthetic product 
Do., Manufactured Tobacco (Ibs)m_ | Nov 24 14 19 28 in November 1951. 





b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before terms. 
edlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. I—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m—Millions. mpt—At mills, publishers, 
and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pc—Per capita basis. 
rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. *—1941; November, 


or week ended December 6. **—Seasonally adjusted. 
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A—New High for 1951-52. 


No. of 1951 Indexes———————- | (Nov. 14, 1936, Cl.—100) High Low Jan.5 Jan. 12 
Issues (1925 Cl.—100) High low  Jan.5  Jan.12 | 100 HIGH PRICED STOCKS 124.4 107.1 121.1 122.4 
334 COMBINED AVERAGE 204.6 172.6 197.3 197.9 100 LOW PRICED STOCKS 252.9 208.6 240.5 240.1 
4 Agricultural Implements ..... 318.0 246.5 295.8 290.9 5 Investment Trusts ~ 100.6 84.8 100.6 98.9 
10 Aircraft (‘27 Cl.—100) 339.1 252.8 308.3 305.2 3 Liquor (‘27 Cl.—100) 1250.1 1066.6 1146.9 1124.0 
7 Air Lines (‘34 Cl.—100) 803.9 634.0 777.8 764.7 11 Machinery ............. 215.9 177.7 210.2 212.1 
8 Amusements ....... e 112.5 86.6 101.8 102.7 3 Mail Order .............. : 152.0 125.3 130.6 126.6 
10 Automobile Accessorie 257.6 216.2 239.2 236.9 3 Meat Packing ....... 109.1 85.7 100.2 99.2 
11 Automobiles ........ ; 46.3 36.1 40.2 39.4 13 Metals, Miscellaneous } 314.8 233.0 292.5 292.5 
3 Baking (’26 (CI.—100) ..... 23.2 21.0 21.6 21.8 Me Eo occ ci ccv essen 416.9 344.3 400.1 396.7 
3 Business Machines ............. 410.1 300.8 398.3 398.3 29 Petroleum .......... 458.0 355.0 440.2 458.0A 
2 Bus Lines (‘26 Cl.—100) ........ 183.1 150.6 152.3 157.4 30 Public Utilities ......... 165.3 142.5 162.5 165.3A 
GROMONNGENE ccc ccschcv cia iecescctevaces 427.8 326.0 411.5 418.0 9 Radio & TV (‘27 Cl.—100) 32.6 26.6 32.1 31.6 
By COCMUINING). ea 2 css covcescrsocsteneee 18.3 13.2 15.2 14.9 8 Railroad Equipment ........... 73.8 57.5 63.6 63.0 
4 Communications Vo 58.3 66.9 67.5 24 Railroads ............... bee 45.4 34.2 41.6 41.6 
ONG OnSPMGHON ..c02004)2-t2sacs00e- 73.0 60.2 70.1 68.9 ae ee tear aed 41.0 34.3 38.2 38.2 
PAB ONIGINORS 10 oes. ssccceeccssccsave tcc 490.6 376.5 490.6 483.3 S Shinbuildiitig: .........:.scsscu 186.0 139.1 184.4 182.7 
9 Copper & Brass ............ Bae 171.9 126.3 160.1 160.1 OF RIE RIUM oo isso cassscendadccnes 395.5 303.5 323.7 330.5 
2 Dairy Products ............0..0. 84.0 75.9 82.4 84.0 FS Staak Gi WOW:............sccccccees. 169.5 134.1 151.8 150.3 
5 Department Stores ................ 84.5 64.5 66.0 64.5 ie NN Sood cacecvedatniencens : 77.6 66.5 71.0 725 
6 Drugs & Toilet Articles 235.0 209.4 232.7 224.2 7 creer reer 655.3 425.3 546.8 607.6 
2 Finance Companies .. se 320.3 243.0 317.9 313.0 oe sesicavs, <a 189.3 197.4 195.4 
PCOS AMEND 556 ciicecctssccetecdccal: 200.9 171.4 178.7 175.0 SD Tires G Rubhiee: -.<.........6606:. : yf 51.2 69.9 72.4 
et ROORM GRO ROB o.oo 52500 sseitsiekcads 118.4 99.3 103.8 102.6 ELC > ee ar ee neee 86.7 75.3 81.8 83.4 
SABURNIMHINGB: 25050..002-5c-cec<tess cece: 75.0 61.8 63.1 61.8 2 Variety Stores . 325.6 301.1 319.5 316.4 
Me GON NANG e325 s0scs cis cossathene 779.8 579.3 662.8 662.8 20 Unclassified (‘49 Cl.—100) 127.3 301.1 118.6 117.4 
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Trend of Commodities 





Future prices have held on an even keel in the past two 
weeks and hints of higher price supports contained in the 
President's State of the Union message appeared to have 
little effect. Grains and wool futures showed weakness during 
the period under review while soybeans, fats, oils, cotton, 
cocoa and coffee worked higher. Wheat prices lost one to two 
cents in the past two weeks with the May future closing at 
254% on January 14 which compares with the high for the 
season of 2652 reached on December 10. Export business 
has been slow lately although the amount still available for 
subsidy under the International Wheat Agreement is esti- 
mated to be down to 37 million bushels. There is little incentive 
for farmers to take wheat out of the loan at present prices as 
some six months carrying charges have accumulated on grain 
that was placed in the loan last summer. Export demand may 


re-awaken at any time as Australia faces a wheat shortay ~ 
and the Argentine crop is a poor one. Soybeans have show _ 
strength and the May option at 294 on January 14 was yy) 
5% cents since December 31. With cottonseed oil selling mon. 
than three cents above soybean oil it is believed that the 
is some shift in demand towards the cheaper commodity. Cot t 
ton futures have fluctuated widely but the net change in tw _ 
weeks has amounted to a gain of only % to % cents. The ou. 
look for good export sales was balanced by poor domes 
demand as the textile business continued in the doldroms. Th 
1952 acreage outlook is coming to the fore as a market facto, 
with diversion to other crops which do not require so mud 
hand labor, mentioned as an important consideration. Hope 
for higher government support levels for the 1952 crop or 
also expected to be a market factor at times. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wks. 3 Mos. 1 Year Dec. 6 

Jan. 14 Ago Ago Ago 194] 

28 Basic Commodities 322.5 327.0 332.2 385.3 156.9 
11 Imported Commodities 329.6 336.6 342.0 427.1 157.3 
17 Domestic Commodities 318.0 321.0 325.9 360.5 156.6 





RAW MATERIALS SPOT INDEX 











oct. Nov. DEC. JAN. 
200 
MAGAZINE OF 
WALL srreeT !NDEX 



































14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1951 1950 1947 1945 1941 1939 1938 1937 
High 214.5 304.7 1640 958 743 783 658 93.8 
Low ...... 174.8 134.2 1264 83.6 587 61.6 57.5 64.7 
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Date 2 Wks. 3 Mos. 1 Year Dec.6 
Jan.14 Ago Ago Ago 194! 
7 Domestic Agriculture 354.4 357.7 351.5 398.2 1639 
12 Foodstuffs 360.2 362.7 369.9 399.4 169.2 
16 Raw Materials . 313.0 317.8 317.8 375.3 1482 
COMMODITY FUTURES INDEX 
OCT. NOY. OEC, JAN. 
200 
DOW-JONES | 
COMMODITIES INDEX 
190 la 
AL ! 
180 
'N0 \ 
Average 1924-26 equals 100 
1951 1950 1947 1945 1941 1939 1938 1937 
i OEE 215.4 202.8 184.4 111.7 88.9 67.9 57.7 866 
OW iiccsicivesecscns 176.4 140.8 123.0 986 58.2 48.9 47.3 546 
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Du Pont has developed a highly versatile new 
chemical weed killer, with a Dr. Jekyll and Mr. Hyde 
complex. Known as CMU, the new compound kills 
all vegetation when used at rates of from 20 to 80 
pounds per acre,—keeping the soil free of plant life 
for more than a year. But preliminary tests indicate 
that, when it is applied lightly, this new chemical 
tool may select and eliminate harmful weeds with- 
out injuring certain farm crops in which the weeds 
appear. When CMU is applied at rates of from one- 
half to five pounds per acre as a pre-emergence 
treatment in crops, it has controlled weeds for peri- 
ods of from two to six months. It appears to have 
particular promise for the control of weeds in sugar 
eane, cotton, corn, asparagus, and carrots. On the 
other hand, heavier doses producing extended peri- 
ods of soil sterility have made CMU of value as a 
treatment for railroad track areas and trestle loca- 
tions, lumber yards, gasoline storage areas, arsenals 
and other places where any plant growth might con- 
stitute a fire hazard. In a number of cases, where 
440 pounds per acre of CMU has been used, control 
of all vegetation has lasted for 18 months. A limited 
amount of the new compound will be available this 
year, recommended solely for industrial applications 
where total elimination of all growths is desired. 


Capital Airlines has installed a walkie-talkie 
system at Washington, D. C., the company’s head- 
quarters, to give its passengers more accurate and 
up-to-the-minute information concerning trip opera- 
tions and, at the same time, speed up repairs, thus 
making planes available faster for passenger use. 
It is the first time an industrial frequency has been 
allocated by the Federal Communications Commis- 
sion for such a use. With the Motorola walkie-talkie 
system, the ticket agent receives a constant flow of 
latest information to give to passengers. Mechanics 
working on planes on ramps outside the company’s 
hangers relay the data and time of readiness of 
planes to the flight dispatch office. The sytsem also 
speeds up communications between various other 
maintenance and operating points around the air- 
port. 


General Electric Company has announced an 
expansion program costing over $5 million to in- 
crease the production capacity at its silicone plant 
in Waterford, N. Y. This plant on a 65-acre site is 
how producing silicone fluids, greases, rubbers, 
resins, and water repellents. Additional manufactur- 
ing facilities are now being installed and will be 
operating by the end of 1952. Demand for silicone 
rubber for defense applications is running heavy and 
will increase as the production of military goods is 
stepped up. It is probable that many of the recent 
developments for military applications will be useful 
at a later date for consumer goods. 
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Willys-Overland Motors, Ine., has placed in opera- 
tion a $14 million aluminum forging plant at Erie, 
Pa. This is a major effort to break the bottle-neck in 
vital aircraft parts for the defense production pro- 
gram. The plant, idle since World War II, was leased 
by the government to Willy-Overland, which just 
completed five months of reactivation. The first 50,000 
pounds of forgings turned out by the newly restored 
plant were for the Air Force’s C-119 “Flying Box- 
cars”. 


Federated Department Stores, Inc. has announced 
that the sixth unit of the Fedway Stores will be 
located at Albuquerque, New Mexico. This unit fol- 
lows others previously announced for Amarillo, 
Wichita Falls, Longview, Midland and Corpus 
Christi, all in Texas. The new unit will be Albuquer- 
que’s largest department store, offering a full line of 
merchandise under one roof. 


Great Northern Paper Co. is exploring the possi- 
bility of building a new mill to make sulphate pulp 
from its big hardwood holdings in Maine. Plans may 
be revealed at the stockholders’ meeting in March. 
The company is the largest single timberland owner 
in Maine and part of its holdings are in hardwood 
which are not used in making newsprint. 


The Missouri-Kansas-Texas Railroad has announced 
the opening of one of the largest restricted industrial 
districts in the Southwest, adjoining the northern 
city limits of Dallas. The 350-acre industrial dis- 
trict will provide sites for both heavy and light 
industries. 


First step in the program for the production of the 
scarce chemical, Resorcinol, has been taken by 
Heyden Chemical Corp. Resorcinol, an essential in- 
gredient in waterproof glue and adhesives for wood, 
in resins for rubbers and tire cord sizing and many 
other products urgently needed for defense purposes, 
is one of the few chemicals still on allocation by the 
National Production Authority. The Koppers Co. and 
Heyden Chemical are the only producers of this im- 
portant chemical in America at this time. 


U. S. Leather Co. at a special stockholders’ meet- 
ing approved plans for dissolution of the company 
and adopted a management plan for liquidation. Final 
figures from the disposition of leather properties 
should total approximately $14 million, according to 
the company. Of the slightly less than $13 a share 
expected to be realized when liquidation is completed, 
an initial payment of $10 a share is expected to be 
distributed around the end of January. Methods of 
distributing proportional equity ownership of gas 
and oil properties held by the subsidiary, Keta Gas 
& Oil Co., will be determined later. 
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Parke, Davis & Company announces the estab- 
lishment of an ultra-modern new laboratory in 
Detroit, Mich., specifically designed to handle the 
special problems of new drug development. This 
structure will materially expand and improve exist- 
ing facilities of the 85-year-old drug firm. Another 
step in the company’s broad expansion program, the 
new laboratory will house the greater part of the 
Products Development Department. It becomes one 
of the more than 50 buildings which constitute the 
Parke-Davis home offices and laboratories here on a 
27-acre site on the north bank of the Detroit River. 


United States Plywood Corporation announced 
that it has taken over the management of the 
Panama Forest Products Corporation located in 
Panama City, Panama. This includes an option, ex- 
tending for a period of years, for the purchase of a 
50% interest in the Panama company. U. S. Ply- 
wood intends to develop the timber found here as a 
source of supply for raw materials required by some 
of its domestic plants. In addition to true mahogany, 
secondary woods found in Panama are equal to the 
best timber available in any part of the tropics or 
from Africa. 


United States Steel Corporation has announced 
that its nation-wade private wire service has been 
fully converted to automatic controls which will 
speed up considerably the handling of the many 
thousands of telegrams which are transmitted each 
day between plants and offices of the organization. 
New push-button telegraph switching centers were 
placed in official operation in U. S. Steel head- 
quarters at 71 Broadway, New York, and in Pitts- 
burgh, Pa., replacing the old cord-and-plug type 
telegraph centers in both cities. Other principal 
switching centers previously converted to automatic 
controls are located at Cleveland, Chicago, Birming- 
ham, St. Louis, San Francisco and Los Angeles. The 
modernization of all of the telegraph switching 
centers should contribute materially to U. S. Steel’s 
efficiency, especially when national defense require- 
ments for steel products are so great. 


Production of the world’s first airborne jet-plane 
starter, operating completely free of ground crews 
and ground equipment, will be centered at the new 
Utica Division of Bendix Aviation Corporation. In 
addition, other Utica Division products will include 
jet fuel pumps and special vacuum-tube-using ampli- 
fiers for aircraft instruments and controls. The new 
airborne jet starter, only recently developed by 
Bendix engineers, is only about the size of a stand- 
ard typewriter and weighs but 75 pounds. This 
small mechanism packs 380 horsepower, or more 
than the power of two Cadillac cars; and it develops 
all this punch and completes its starting job in but 
314 seconds. 


Sylvania Electric Products Ine., has announced the 
purchase of a new manufacturing plant in Newton, 
Mass., where magnetrons and associated micro-wave 
tubes for radar systems will be produced. When the 
recently completed plant is in full operation prob- 
ably about next February 1, it will employ approxi- 
mately 200 persons. Sylvania now is installing an 
electric power system and machinery. Present plans 
call for eventual use of the new plant exclusively for 
magnetron production. The magnetron is a heavy 
tube that serves as the heart of the radar system and 
transmits the radar pulses. 
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Pittsburgh Consolidation Coal Co. to form a ney 
coal company with huge reserves of metallurgica| 


coal. The steel producers—National Steel Corp., Stee 


Company of Canada, and Youngstown Sheet & Tube 


—will have a two thirds interest in the new com. 
pany, Mathies Coal Co.; Pittsburgh Consolidation) — 


will have one-third. The new company will have a|_ 
capitalization of $9 million in capital stock and a! 


debt of $9 million. All the funds will be provided” 


proportionately by the stockholders. The transar. 
tion was in line with Pittsburgh Consolidation’s in. 
tention to make continuing long-term arrangements 
with some of its major customers. The steel compan. 
ies joined in the venture to increase their supplies 
of metallurgical coal and to avoid the present high 
capital costs of developing new mining operations to 
meet their increased coal needs. Mathies Coal Co, 
will purchase Pittsburgh Consolidation’s Mathies 
mine, one of its newer and bigger mines situated on 
the Monongahela River and the Pennsylvania Rail. 
road 18 miles south of Pittsburgh. The Mathies mine, 
opened just a few years ago, is now producing at the 
rate of about 1,750,000 tons of bituminous coal 
annually but can and probably will, increase its 
output. Its production will be sufficient to take care 
of coal requirements of present customers of Pitts- 
burgh Consolidation as well as the needs of the three 
steel companies. 


Food Machinery and Chemical corporation an- 
nounced the acquisition of the Buffalo Electro-Chem. 
ical Co., Inc., of Buffalo, N. Y. Buffalo Electro- 
Chemical is one of the foremost producers of hydro- 
gen peroxide and other active oxygen compounds. 
The company, founded 26 years ago, has in addition 
to its major facilities at Buffalo, the initial unit of 
a new $4.8 million plant being completed at Van- 
couver, Washington. Food Machinery and Chemical 
originally entered the chemical field in 1943 and 
since has acquired several chemical units throughout 
the country. Acquisition of Buffalo Electro-Chemical 
will also materially broaden the scope of FMC’s 
production facilities and increase its present lines of 
industrial chemicals. 


Revere Copper & Brass is embarking on a program 
to double the size of its Pacific Coast plant to permit 
production of aluminum tube and extrude shapes in 
a variety of alloys, both heat-treated and non-heat 
treated. The plant now fabricates only copper and 
copper alloys. The new addition will cover about 
50,000 square feet and add about 100 people to the 
payroll. Revere also is expanding its aluminum oper- 
ations at Baltimore, Md. It is equipping this plant 
with a 3,000-ton extrusion press and added tube 
drawing facilities. This new capacity is scheduled 
to be in operation within four months. The firm’s 
present installed capacity makes it the largest inde- 
pendent fabricator of aluminum in the United 
States. 


Virginia-Carolina Chemical Corp. plans to add a 
concentrated superphosphate manufacturing plant 
to its production facilities at Nichols, Fla. Provisions 
for uranium extraction will be included in the plant. 
Phosphate rock requirements will be supplied from 
the firm’s mines in the area. V-C owns 37,000 acres 
in the phosphate field, producing 1,250,000 tons 
yearly. Estimates indicate there is enough high- 


grade rock in the property to maintain that produc- | 


tion rate for 20 to 25 years. 
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Three large steel producers have joined with! 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1, Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 


3 


addressed envelope. 
4 


envelope. 
5 


No inquiry will be answered which does not enclose stamped, self- 
No inquiry will be answered which is mailed in our postpaid reply 


Special rates upon request for those requiring additional service. 





John Morrell & Company 

I have been a subscriber to your 
Magazine for several years and find your 
articles interesting, informative and 
profitable. I would appreciate receiving 
recent material relating to operations 
of John Morrell & Company, meat 
packers. 

M.D., Omaha, Nebraska 

Sales revenues of John Morrell 
& Company for the fiscal year 
ended October 27, 1951 totalled 
$307,650,399, marking the first 
time in its 124-year history that 
the meat packing firm has sold 
more than $300 million worth of 
products within a year. 

The record sales total compares 
with the $291,219,300 of the pre- 
vious year, and was achieved de- 
spite the closing of the company’s 
Topeka, Kansas plant last July. 

The liquidation of the flood- 
ravaged Topeka Plant marred an 
otherwise satisfactory year of op- 
erations. The loss incident to the 
Topeka liquidation amounted to 
$1,474,000, but after taking the 
Savings in Federal income taxes 
into account the net loss to the 
company was set at $729,000. 

The company’s net income for 
the latest fiscal year was $1,224,- 
872, compared to $860,899 in the 
preceding year. . 

The net profit was equal to 
$1.53 per share on the 800,000. 
shares outstanding and this figure 
compares with $1.08 per share in 
the preceding year. The company 
paid taxes equal to $2.25 per 
share, earned $1.53 and paid divi- 
dends of 50 cents a share. 

Net current assets of the com- 


pany totalled $17,306,082, an in- 
crease of approximately $750,000. 
The increase was largely due to 
the refunding of income taxes 
paid in prior years. 

As in previous year, a major 
portion of the Morrell product in- 
ventory is valued on the “Last-in 
First-out” basis of prices in effect 
since November 2, 1940. 

Product prices are _ substan- 
tially higher than on that date so 
there is considerable difference 
between the current market value 
of the inventories and the value 
at which they are carried on the 
books. The difference constitutes 
a reserve against future possible 
losses due to price declines. 

Major construction program 
undertaken after the close of 
World War II has been completed 
and expenditures during 1952 will 
be limited to those necessary to 
maintain plants in efficient oper- 
ating condition and to projects 
required by new developments in 
the industry. 

With the nation’s livestock sup- 
ply plentiful, the meat packing 
industry should operate at a high 
level of production in 1952. Ac- 
cording to the President of the 
company the outlook for the cur- 
rent year is favorable and there- 
fore, satisfactory results are ex- 
pected. 

A dividend of 1214 cents per 
share on the capital stock will be 
paid January 30, 1952 to stock- 
holders of record January 10, 
1952. 





Ashland Oil & Refining Company 
As operations of the oil companies in 
1951 have been favorable, I am wonder- 
ing how Ashland Oil & Refining Com- 
pany fared. Please report on operating 
results and also what was recent refin- 

ery output? 
R. T., Shaker Heights, Ohio 

Ashland Oil & Refining Com- 
pany for the fiscal year ended 
September 30, 1951 showed net 
income of $12,137,972 equivalent 
to $5.11 per share on the 2,197,309 
shares of common stock outstand- 
ing at the year-end. This com- 
pares with $10,004,484 in the pre- 
ceding year, or $5.21 per share 
on the 1,749,153 shares then out- 
standing. Adjusting for the 10% 
stock dividend paid in 1951, the 
net per share in 1950 would have 
been $4.74. 

Total assets, which have been 
increasing at a rapid rate in re- 
cent years, amounted to $129,- 
968,000, a gain of more than 25% 
over last year. This figure is more 
than five times the $23,787,000 
shown at the end of the 1947 fis- 
cal year. 

Sales for the fiscal year 
amounted to $205,996,000, a gain 
of 41% over the $145,452,000 re- 
ported a year earlier. Operating 
results kept approximate pace 
with sales, net of $21,838,000 be- 
fore taxes being 38% higher than 
the year before. 

Operations for the last fiscal 
year were on a_ substantially 
larger scale. Refinery throughput 
at the average rate of 93,274 bar- 
rels per day, was approximately 
50% larger than in the preceding 
year. This throughput reached 
102,000 barrels per day in the 
final months of the fiscal year, 
and rose to 112,000 barrels in 
October, the first month of the 
current fiscal year. Further sub- 
stantial additions to refining fa- 
cilities are in progress. 

Dividends in 1951 totalled $1.95 
against $1.55 in 1950. 


J. P. Stevens & Company 


1 wnderstand that the textile industry 
was adversely affected during at least 
part of 1951 and therefore, would be 
interested in receiving operating results 
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of J. P. Stevens & Company and also 
their dividend payments. 


E. A., Syracuse, N. Y. 


For the fiscal year ended Octo- 
ber 31, 1951, J. P. Stevens & Com- 
pany reported consolidated net 
sales of $349,470,532. Consoli- 
dated net earnings for the same 
period were $20,849,109, equiva- 
lent to $5.65 per share on the 
3,689,601 shares outstanding, 
after provision of $21,250,000 for 
Federal taxes at currently effec- 
tive rates. No provision was made 
for possible renegotiation of Gov- 
ernment contracts. 

During the same period, there 
resulted from the disposal of cer- 
tain non-manufacturing proper- 
ties an additional net gain of $1,- 
674,925, after provision for taxes. 
This amount has not been in- 
cluded in the net income figure 
mentioned above. 

Net sales for the fiscal year 
ended October 31, 1950 were 
$294,862,554 and net income after 
provision for Federal taxes of 
$14,650,000 was $23,473,204, 
equivalent to $6.78 a share on 
3,459,988 shares outstanding. 

The company has offered to ac- 
quire all the assets subject to the 
liabilities of the Utica & Mohawk 
Cotton Mills Inc. in exchange for 
260,000 shares of J. P. Stevens & 
Company stock. If this offer is 
accepted by stockholders of Utica 
& Mohawk Cotton Mills, J. P. 
Stevens Company for the first 
time will have facilities for the 
manufacture of sheets and pillow 
cases. Utica & Mohawk Cotton 
Mills Ine. was founded in 1848 
and is now in the process of con- 
solidating its entire operation in 
its two plants at Seneca and Clem- 
son, South Carolina. The company 
has enjoyed a long and enviable 
reputation as a producer of sheets 
and pillow cases under its well- 
known brand names. 

Dividends in 1951 totalled $2.75 
a share against $3.00 paid in 
1950. 


Marathon Corporation 


I have been a subscriber to your pub- 
lication for a long time and rarely take 
advantage of your Personal Consulta- 
tion Service. As I am interested in Mara- 
thon Corporation, please furnish data 
on sales volume, net income and outlook. 


L. C., Olean, New York 


Sales of Marathon Corporation 
reached a record high of $91,552,- 
950 in the fiscal year ended Octo- 
ber 31, 1951, compared with a 
previous high of $68,269,814 in 
the 1950 fiscal year. 

Despite a 203% increase in in- 
come tax provisions over the pre- 
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ceding year, net earnings of the 
company also set a new record. 
They were $8,801,001, as against 
$6,536,036 the year before, equal 
after preferred stock dividends 
to $6.59 a share on 1,300,000 
shares of common stock outstand- 
ing, as against $4.84 the year 
before. 

Provision for federal, state and 
Canadian income taxes, including 
an excess profit tax of $3,585,000, 
totalled $16,564,137 in the latest 
fiscal year, compared with $5.,- 
458,314 the year before. Tax pro- 
visions were equal to $12.74 a 
share of common stock, compared 
with net earnings of $6.59 per 
share. 

The company’s newly acquired 
converting plant at Sunnyside, 
Washington, began operations in 
March and contributed to in- 
creased sales and earnings for a 
portion of the year. A paper mill 
at Oswego, New York, purchased 
from the St. Regis Paper Com- 
pany, came under Marathon man- 
agement in July, making multi- 
wall paper for St. Regis under 
the purchase agreement. From 
the pulp furnished by St. Regis 
for conversion into paper, Mara- 
thon received only a nominal 
profit. 

It will be some time during the 
first four months of 1952 before 
the company will get any appre- 
ciable amount of paperboard for 
its own use from that plant. 

Converting machinery is also 
being installed at Oswego. The 
output from both Sunnyside and 
Oswego will add to next year’s 
sales and earnings. 

The company’s bleached sul- 
phate pulp mill at Marathon, 
Ontario produced 113,000 tons of 
pulp during the fiscal year and 
at the present rate of production 
will produce considerably more in 
the next year. 

In the company’s own field of 
food packaging, particularly in 
the meat industry, due to new and 
improved methods of distribution, 
it is felt that the company has a 
great potential market for its 
products. Marathon expects to 
continue to develop new lines of 
necessary products and improve 
those now being manufactured. 

The company emphasizes that 
they know of no line of business 
which is less subject to violent 
fluctuations than the food indus- 
try and those who package the 
food, travel a parallel course. 

No major expenditures other 
than those for completion of 
projects now underway, are con- 
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templated for the current fiscal 
year. The only deviation from this 
program would be to provide con. 
verting equipment to meet in. 
creasing demand. 

Dividends in 1951 totalled $2. 0 
per share and latest quarto 





dividend was raised to 60 cents | \ 


per share. This compares with)” 


1950 total payments of $1.50 per 
share. 


Corporation 


Please furnish data as to sales, earn. 
ings and working capital position of | e 


Cornell Dubilier Electric ; 
Ee 





ty 


Cornell-Dubilier Electric Corporation. He 


E. S., Newville, 





For the fiscal year ended Sep. | 


Pa, be 


tember 30, 1951, Cornell- Dubilier 


Electric Corporation reported | 
new high in sales and earnings | 
before taxes, but a lower net in- 
come due to substantially higher | 
income taxes. Net sales for the & 
latest fiscal period totalled $33,- | 
082,683, an increase of approxi- | 
mately 38 % 


over the previous | Ee 


year when net sales aggregated § E 


$23,927,117. 
Earnings of the company be- — 
fore taxes amounted to $4,986, 023 § 


in the year ended September 30, | be 


1951, comparing with $2,888,524 © 
in the preceding 12 months. After : 


provision for income taxes in an 
amount three times greater than | 
in the previous year, net income 
of the corporation amounted to 
$1,649,163, equal after preferred 
dividends to $3.71 per share on 


the 423,485 shares outstanding. 7 


Net income for the year ended | 


September 30, 1950, amounted to © 


es 


$1,757,524, or $3.96 per common | 


share. 


Provision for income taxes in © 


the latest fiscal 


year totalled | 


$3,336,860 and included $99,860 | 
of excess profit taxes applicable ~ 


to the fiscal year ended September 
30, 1950. Provision for taxes in 
the latter period amounted to 
$1,131,000. 

On September 30, 1951 net 
working capital of the corpora- 
tion had increased to $5,506,615 
from $4,934,251 a year earlier. 


APRS ens 


Dividends in 1951 totalled $1.10 | 


a share against 95 cents in 1950. 


H. J. Heinz Company 
How have increased costs and taxes 
affected earnings of H. J. Heinz Com- 
pany? Your article in the Jan. 12th issue 
“Which Industries Have the Best Pros- 
pects in 1952” was very informative. 
W. P., San Antonio, Texas 
Consolidated net sales of H. J. 
Heinz Company for the first six 
months of the company’s fiscal 
(Continued on page 482) 
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Mack H. Fairburn, pipe fitter photographed by Fritz Henle at the Cities Service 
Lake Charles refinery, says a mechanic’s best friend is his monkey wrench, 








The Care and Feeding of Monkey Wrenches 


HE MONKEY WRENCH is a creature with a long tail and adjustable jaws. 

It is called a monkey wrench because an early-day nut-tightener with a vivid 
imagination thought it looked like a monkey. Given the proper treatment, fed 
a few drops of oil at reasonable intervals, it performs capably such services as 
building and repairing machinery by adjusting essential nuts and bolts. 

Persons with destructive tendencies have been known to throw monkey 
wrenches in the social, industrial and economic works. This is not recom- 
mended. If more people throughout the world were kind to monkey wrenches, 
and used them for the purposes for which they were intended, a lot of monkey 


wrenches and a lot of people would be a lot happier. 


Customers bought $800,000,000 worth of 
Cities Service products and services last 
year—more than ever before in history. 
This growing customer acceptance,* we 
think, is due to the fact that the 40,000 
Cities Service employees and dealers use 
their monkey wrenches constructively. 


*1946 $333,175,447 
1950 $693,384,685 
1951 (est.) $800,000,000 


CITIES (A) SERVICE 


Quality Petroleum Products 
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NATIONAL 
STEEL 





STRAN-STEEL DIVISION 


Unit of Great Lakes Steel Corporation. 
Plants at Ecorse, Michigan, and Terre 
Haute, Indiana. Exclusive manufacturer 
of world-famed Quonset buildings and 
Stran-Steel nailable framing. 


GREAT LAKES STEEL CORP. 


etroit, Michigan. The only integrated 
eel mill in the Detroit area. Produces a 
ide range of carbon steel products . . . is 
major supplier of all types of steel for 
e automotive industry. 


WEIRTON STEEL COMPANY 


Mills at Weirton, West Virginia and 
Steubenville, Ohio. World’s largest, in- 
dependent manufacturer of tin plate. 
Producer of a wide range of other impor- 
tant steel products. 








NATIONAL MINES CORP. HANNA IRON ORE COMPANY 


Cleveland, Ohio. Produces ore from exten- 
sive holdings in Great Lakes region. 
National Steel is also participating in the 
development of new Labrador-Quebec 
iron ore fields. 


THE HANNA FURNACE CORP. 


Blast furnace division of National Steel 
bcated in Buffalo, New York. 


Coal mines and properties in Kentucky, 
West Virginia and Pennsylvania. Supplies 
high grade metallurgical coal for the 
tremendous needs of National Steel. 


Yateona Stel 


National Steel is a progressive steel producer. 











It is progressive in growth and in vision . . . in the development of new 
methods and the pioneering of new processes. Its record of accomplishment 
is the record of an important part of the modernization of the steel industry. 


>* > 


NATIONAL STEEL PRODUCTS CO. 


A National Steel division installed America’s first fully continuous 4-high 
hot strip mill. It pioneered the electrolytic process of coating steel with pro- 
tective metals. 


Today National Steel operates the largest and fastest electrolytic plating 
lines in the world . . . is the largest independent producer of tin plate. 


In one year, National Steel put into operation the world’s three largest 
open hearth furnaces. It is now operating a huge 400-ton-per-day oxygen 
plant—another forward step in steel-producing efficiency. 


This is National Steel . . . constantly improving, constantly expanding .. . 
one of America’s largest and most progressive makers of steel. 


CORPORATION 


PITTSBURGH, PA. 


NATIONAL STEEL 


GRANT BUILDING 


Houston, Texas. This new warehouse is 
a Quonset building supplied by Stran- 
Steel Division. Company distributes 
steel products throughout the Southwest. 








Serving America 
by Sering 
Anencan ladustry 























For Profit & Income 





(Continued from page 469) 


it goes. But “relative stability” 
means exactly that. It does not 
mean stability. If you want com- 
plete stability of capital value in 
dollars it can be had only in cash 
or short-term Treasury obliga- 
tions. You can count on a far 
greater degree of stability in high- 
grade long-term corporate bonds 
and high-grade preferred stocks, 
bought at present levels, than in 
any list of defensive stocks. If you 
are thinking defensively on a per- 
spective beyond the arms build-up 
period, you might well consider 
not only increasing your holdings 
of stable-dividend stocks but also 
the proportion of your total funds 
in high-grade fixed-income securi- 
ties. 


Examples 


The earnings of a given com- 
pany may hold up well, and the 
dividend remain unchanged, in a 
deflationary period, yet the stock 
can go down importantly, if past 
history still has any meaning at 
all, merely as a result of the 
change in general investment psy- 
chology. You do not have to go 
back to the 1929-1932 crash for 
examples to support this state- 
ment. In the more moderate and 
much shorter, but still rather 
painful, 1937-1938 stock market 
deflation, Woolworth fell from 71 
to 34, General Foods from 441, 
to 22%, National Biscuit from 
333 to 1514, Consolidated Gas of 
Baltimore from 29% to 18%%, 
Corn Products from 7114 to 53 
and First National Stores from 
2614 to 1214—all with dividends 
unchanged and earnings rela- 
tively well maintained. That is 
enough to illustrate the point 
made, although a number of 
others could be cited. 





Deflated 


Searching for a deflated stock 
with some quality in it, the writer 
finds United Shoe Machinery “in- 
teresting’. The stock is listed on 
the Boston Stock Exchange, traded 
also on the New York Curb Ex- 
change. The company is the domi- 
nant maker of machinery for shoe 
manufacturers. It derives the 
greater part of its income from 
leasing such machinery, with pay- 
ments based on the number of 
shoes produced. It sells some ma- 
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chines; also tools, brushes, shoe 
findings, nails, eyelets, heels, laces, 
atains, etc. Earnings have been 
uncommonly stable, but without a 
growth factor. Thus, they were 
$2.42 a share, and dividends $2.50, 
in as lean a depression year as 
1932. Dividends have been paid 
each year since 1905. Finances are 
strong. Peak postwar earnings 
were $3.93 a share in 1946; peak 
postwar dividends $3.50 in 1946 
and 1947. Earnings in the fiscal 
year ended last February 28 were 
$3.17 a share, and will be moder- 
ately lower for the current fiscal 
year. Dividends probably will con- 
tinue on the present $2.50 basis. 
With the exception of the same 
rate in 1932 and 1933, this is the 
lowest rate since 1924. Payments 
ranged from $3.50 to $5 for the 
nine years 1934-1942. The com- 
pany has been fighting a still un- 
settled anti-trust suit since 1947, 
which may account largely for 
the stock’s low level. It is cur- 
rently at 423%. This compares 
with bear-market lows of 421% in 
1949 and 501% in 1938. With the 
exception of 1932 and 1921, it sold 
above the present price in every 
year back to 1901. Its highs in 
each of the years from 1937 
through 1947 ranged from 7114 
to 9614. The worst that the trust 
suit might do is to break up the 
company, which has numerous 
subsidiaries, and to force sale of 
machinery instead of leasing. In 
that case, the parts might be 
worth more than the whole is now 
valued at; and since many leases 
are now old and on a too-low fee 
basis, conversion to a sale basis 
could well aid profits. The risk 
factor is this stock, at a current 
yield of about 6%, appears rather 
low; the recovery possibility may 
be substantial, although how long 
one may have to wait for it can- 
not be said. 
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year, which ended October 31, 
1951, amounted to $101,446,166, 
the largest of any comparable pe- 
riod in the company’s history. 
Sales in the corresponding period 
of last year were $95,395,117. 
Net income for the six months 
totalled $3,369,489, equal to $1.90 
a share, as compared to $4,082,- 
009 equal, after adjustment for a 
20% stock dividend paid October 
18, 1951 to $2.31, per share. 
Commenting on the record 


THE 








sales and the drop in net, Mr, 


profits have been limited by con- 
stantly increasing costs and taxes 
and the effect of Federal controls 
on the prices of our products’. 






Heinz, the President said, “Net 7 





4 


Concerning the firm’s overseas | 


operations, Mr. Heinz announced 
that the U. S. company had pur- 
chased the entire capital stock of 
the Australian company, which 


Died DRT 


was wholly owned by the British ~ 
subsidiary. As a result of this | 


transaction, all of the foreign 
subsidiaries are now controlled 
directly by the parent company 
which will result in more efficient 
conduct of our world-wide busi- 
ness”. 

Dividends in 1951 totalled $1.35 
in cash and 20% in stock. Last 
dividend declaration of 45 cents 
per share was payable on Janu- 
ary 10, 1952. 
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one should discount the present 
abnormal situation. The case is 
well stated by Mr. James J. Russel, 
chairman of Revere Copper & 
Brass, Inc., which has an impor- 
tant interest in both copper and 
aluminum, who said _ recently: 
“Viewed soberly, the prospective 


(copper) expansion appears ade- | 


quate to cover a normal growth in 
copper consumption, and it is not 
hard to imagine situations devel- 
oping wherein the shortage could 
be turned into surplus almost over- 
night. Both aluminum and copper 
have necessary positions in the 
industry of the country and sup- 
plies of both metals will be ample, 
barring all-out-war.” 

The future of aluminum, there- 
fore, is only incidentally affected 


by its temporary war-created com- | 


petitive advantage over copper. 
There is iittle doubt that alumi- 
num will take the place of copper 
in some instances, where this is 
practicable, but as the authority 
above stated, there is plenty of 
room for both. In the meantime, 
the long-range future of aluminum 
on the basis of its use in an un- 
restricted full civilian economy is 
bright. Inherently aluminum’s 
rapid growth has been due to its 
unique combination of properties 
since it is extremely light, with a 
weight one-third that of zinc, cop- 


per or iron; it is: rust-proof and 


(Please turn to page 484) 
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resistant to atmospheric and 
chemical corrosion; and being 
ductile and malleable, it is adapt- 
able to the purposes of many 
metal working processes. 


Although aluminum is used in 
manifold industries, the metal’s 
greatest opportunities for future 
growth are in _ transportation, 
building and construction, house- 
hold appliances and farming. Of 
these, the largest potential gains 
are in the automotive industry 
which has been experimenting for 
many years, without complete suc- 
cess, to develop engines and parts 
made of aluminum. The obvious 
value of a light-weight aluminum 
engine, and other parts, to the 
automotive industry make it likely 
that eventually these experiments 
will be carried forward to final 
success, in which case the use of 
aluminum from this source will be 
greatly expanded. 


The railroad industry which has 
been using an increasing amount 
of the metal for passenger cars is 
expected to go forward with this 
type of construction when supplies 
become more plentiful. 

The construction industry is an 
important source of future alumi- 
num consumption. Bridge build- 
ing, structural shapes and, espe- 
cially, panels for the sides of large 
buildings form an important po- 
tential market. The farm popula- 
tion also has a great use for 
aluminum, both in containers for 
farm products, and in farm build- 
ings and equipment, where the low 
cost of maintenance is a factor. 
Finally, the field of household ap- 
pliances, the original base of the 
industry, is enormous in its poten- 
tialities and alone has been an im- 
portant consumer of aluminum for 
vears. 


World Production and 
Consumption Doubled in Decade 


World aluminum production 
and consumption has been doub- 
ling each decade. Barring all-out 
war, the fundamental outlook is 
for further expansion of this in- 
dustry although it should not be 
concluded that any such pace as 
the present can be kept up year 
after year without a temporary 
halt, especially if international 
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tensions should abate. Accord- 
ingly, the soundest investment ap- 
proach to the securities of these 
companies would be to regard 
their possibilities from quite a 
long-range standpoint, with in- 
termediate fluctuations of not too 
great importance. 


This, of course, is a question 
that only the individual investor 
can decide for himself, according 
to his needs. In the meantime, it 
should be recognized that the com- 
mon stocks of all four primary 
producers, Aluminium, Ltd., Alu- 
minum Corp. of America, Rey- 
nolds Metals and Kaiser Alumi- 
num & Chemical have scored sharp 
advances in the past two years. 
In the following, we give a brief 
description of the present position 
of each company with reference to 
earnings and dividends: 

Aluminum Co. of America’s 
earning’s for the year 1951 are 
estimated at between $8 and $9 a 
share, compared with $9.07 a 
share in 1950. For the first three 
quarters of 1951, earnings were 
$5.91 a share. Results are influ- 
enced by the amount of metal allo- 
cated for the government stock 
pile. If the same ratio as last year 
can be maintained, profits should 
hold close to the 1950 levels, al- 
lowing for the recent increase in 
taxes. 

Owing to its expansion, the com- 
pany has materially broadened its 
earnings basis, per share results 
for 1947-49 having averaged about 
$5.60 a share against an average 
of close to $9 a share in 1950-51. 
The $300 million expansion pro- 
gram, largely to be completed 
early in 1953, furnishes the basis 
for a still further increase in 
earning power. In other words, 
ALCOA like the other primary 
aluminum producers, may be con- 
sidered a “growth” stock. 


Dividends are held to very low 
levels, considering the size of the 
earnings. Last year, the company 
paid $2.75 a share on the common 
stock against $2 a share in 1950. 
Obviously, the wide margin of 
earnings over dividends, leaves 
plenty of room for a future rise 
in disbursements. The common 
has not advanced, proportion- 
ately, as much as the other alu- 
minum stocks in the past two 
years, having ranged from a low 
of 511% to a high of 8814. At 
present prices of about 81, the 
yield is 3.4%. 

Reynolds Metals Co. has forged 


ahead very rapidly in earn- 
ings, with $8.31 a share re- 
THE 





ported for the first nine months of — 
1951, against $8.84 for the fu] 
year 1950. It is estimated that 
the company has earned about 
$11.50 a share last year. The com. 
pany, though it entered the field 
of aluminum production only a 
few years ago, is now the second 
largest producer and apparently 
is only commencing to reap the 
results of its steady expansion. 

A favorable factor is the close 
proximity of its production facili. 
ties in Arkansas to its bauxite 
deposits. Plentiful supplies of the 
ore in its Jamaica, BWI, holdings 
which are being rapidly devel. 
oped, are also a contributing fac. 
tor to the company’s strong posi- 
tion in the industry. New facilities 
‘are being financed partly through 
retained earnings and partly 
through borrowings from private 
sources. 

Cash dividends are at a nominal 
rate, the company have paid $1.10 
a share in 1951 and $1.20 in 1950, 
However, it supplemented these 
payments with a stock dividend 
of 10% in 1950. It is reasonable 
to expect that a similar policy 
will be followed during the pres- 
ent expansion period which re- 
quires very large sums for capital 
investment. 


U. S. Foil 


The U. S. Foil Co., which owns 
54° of Reynolds common stock, 
has reflected its share of Rey- 
nolds’ prosperity by recently de- 
claring a 20% stock dividend. 
Reynolds stock has had a steep 
advance from 18% in 1950 to a 
high of 6634. However, consider- 
ing its great earning power, ac- 
tual and potential, it would seem 
that even at present advanced 
prices, the stock has not ex- 
hausted its long-range possibili- 
ties. 

Kaiser Aluminum & Chemical 
Corp., Which started in the alu- 
minum business in 1946, im- 
mediately established its earning 
power, which has been demon- 
strated on an even larger scale 
in the years following. For the 
year ended May 31, 1951, earn- 
ings amounted to $4.60 a share 
and for the first four months of 
the current fiscal year, ended 
Sept. 30, earnings were $1.25 a 
share. It is too early to estimate 
earnings for fiscal 1952 but they 
should compare favorably with 

‘those of the preceding year, 
though, of course, higher taxes 
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and accelerated amortization 
charges will tend to be a retarding 
factor. In any case, the formidable 
expansion program of the com- 
pany is laying the base for greatly 
increased production and eventu- 
ally higher profits. 

Dividends on a cash basis are 
necessarily low, in view of the 
company’s expansion program, 
having amounted to $1.30 a share 
in 1951 and $1.55 in 1950. How- 
ever, payments were supple- 
mented with stock dividends 
amounting to 10% and 20% re- 
spectively. The stock has kept 
pace with the heightened pros- 
pects of the company, having ad- 
vanced from a low of 1034 in 1950 
to a 1951 high of 4054. In view 
of this rapid rise, a resting point 
might be expected but the excel- 
lent long-range potentials do not 
preclude the possibility of higher 
prices eventually. 


Big Canadian Producer 


Aluminium Ltd. (Canada) is 
one of the world’s greatest pro- 
ducers of aluminum and by the 
end of 1954 will have a capacity 
of about 720,000 tons, outrank- 
ing any other company in the 
world. Earnings have been im- 
pressive, with $8.76 a share in 
1950 and an estimated $9.50 a 
share for 1951. In the first nine 
months of 1951, the company 
earned $7.28 a share. A factor of 
great importance is that power 
costs are believed to be the lowest 
in the world. 

In 1948, the stock was split on 
a five-to-one basis and recently 
stockholders were offered rights 
to purchase one additional share 
for every ten held at $65 a share. 
With the current price at about 
107, this was a highly favorable 
offer. Dividends are small in com- 
parison with earnings, $3.55 hav- 
ing been paid in 1951 against esti- 
mated earnings of $9.50 a share. 

The stock has had a substantial 
rise in the past two years, having 
sold as low as 45% in 1950 and 
as high as 11314 in 1951. Despite 
the essential soundness of this 
issue, it is probable that the stocks 
of the American producers are 
relatively more attractive from 
the standpoint of appreciation 
possibilities. 
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the country have resorted to merg- 
ers in order to pool resources. The 
most spectacular of these develop- 
ments have been in New York 
where 10 leading institutions have 
been merged in the past three 
years, including such old-line 
banks as the Commercial Na- 
tional, the Fifth Avenue Bank and 
Brooklyn Trust Co. Commercial 
National with deposits of over 
$192 million was absorbed by the 
Bankers Trust Co. and Brooklyn 
Trust with deposits of $242 mil- 
lion was taken over by the Manu- 
facturers Trust Co. What would 
have been the greatest banking 
merger in history, that between 
the Bank of the Manhattan Co. 
and Chase National failed to go 
through at the last moment sev- 
eral months ago. The situation is 
by no means limited to New York 
City, disappearance of some of the 
smaller units going on continu- 
ously throughout the nation. Since 
1920, the number of independent 
banks has been halved, with about 
14,600 now in business. 


Gains in the price of bank 
shares have been moderate, in the 
past year but have nevertheless 
reflected the slow rise in net earn- 
ings, contrasted with their slug- 
gish action in 1950. Dividends, 
however, have remained for the 
most part, approximately the 
same so that the mild market ad- 
vance in the past year has had the 
effect of reducing the average 
yield. Most yields are now slightly 
above 4%, with only several as 
high as 4.5% or more, whereas a 
year ago yields ranged from a 
minimum of 4.3% to slightly un- 
der 5%. 


Defensive Quality 


Unless dividends can be in- 
creased, it is likely that bank 
shares as a group have not much 
to offer by way of material price 
appreciation, though some inves- 
tors value them for their defensive 
qualities. Since yields are the 
paramount factor in determining 
bank stock values, the shortening 
of the yield during the past year 
has had a commensurate effect in 
limiting their attractiveness, 
especially now that their yields 
are only slightly higher than those 
of good-grade new long-term 


bonds being issued. 


Among the year-end statements 
of New York banks, that of the 
First National Bank of New York 
has attracted considerable in. 
terest. The company has taken the 
unusual step of ordering a 200% 
stock dividend, at the same time 
reducing the cash dividend rate, 
In explanation, the president 
stated that the cash rate ($80 a 
share) had been kept too high for 
too long a period and that the divi- 
dend should have been reduced 
during the depression, when bank 
dividends tended downward. 


Comparative Earnings 


Perhaps in further explanation 
it should be stated that earnings 
for 1951 were somewhat lower 
than in 1950. Net operating in- 
come was about $6.5 million com- 
pared with $6.8 million the pre- 
vious year. Security profits 
amounted to $836,000 and brought 
total net income to $7.3 million 
against $7.9 million the year pre- 
vious. With dividend payments of 
$8 million on the $10 million capi- 
tal stock, there was a deficit of 
approximately $700,000 after 
dividend payments. Book value is 
$1416 a share, compared with the 
current pre-split bid of $1225 a 
share. The indicated $6.5% yield 
does not reflect the true situation, 
as the cash dividend is about to be 
lowered. 

Manufacturers Trust Co. had 
net operating profits of $12.4 mil- 
lion in 1951 against $11.6 million 
in 1950. Gross operating revenues 
which were $58 million and ex- 
ceeded 1950 by almost $10 million, 
were cut down by a $12.2 million 
increase in taxes and operating 
expenses. 

Loans outstanding increased to 
a new peak of $816.9 million com- 
pared with $743.8 million in 1950. 
An important change was the in- 
crease in capital funds from 
$149.7 million to $161 million, 
raising book value by $4.48 a 
share. The latter now stands at 
$63.92 a share compared with a 
recent bid price for the shares of 
$62. This is one of the instances 
of a New York bank stock selling 
close to book value, most of them 
selling below. Dividends which 
were at a $2.40 annual rate have 
recently been increased to $2.60 
a share. The yield is now 3.9%. 

Chemical Bank & Trust Co. 
earned $3.33 a share in 1951 
against $3.07 the year previous. 

(Please turn to page 488) 
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The gain was about 8%, a some- 
what better showing than most of 
the other New York institutions, 
whose earnings increase averaged 
about 5%. Operating income at 
$34.2 million advanced about 33% 
but taxes cut net earnings down 
to $8.4 million against $7.6 million 
in 1950. There was a substantial 
gain in deposits to $1.775 billion 
from $1.552 billion in 1950, and 
total resources increased from 
$1.714 billion to $1.942 billion. 

Dividends are now at a $2 an- 
nual rate, having been increased 
from 45 cents quarterly early in 
1951. At the current price of 473/, 
the yield is about 4.2% and the $2 
dividend, and slightly less on the 
basis of the $1.95 a share paid 
last year. 

National City Bank (and City 
Bank Farmers Trust Co.) showed 
combined earnings last year of 
$3.59 a share on the 7.2 million 
shares now outstanding against 
$4.04 a share on the 6.2 million 
outstanding in 1950. The differ- 
ence in per share earnings is 
largely accounted for by the in- 
crease in the outstanding stock, 
occasioned by the sale at $40 a 
share last year of 1,000,000 
shares, adding $40 million in capi- 
tal funds. 

Deposits increased by about 
$300 million, bringing the total 
figure up to $5.549 billion. In ac- 
cordance with the general banking 
trend towards higher-earning ‘as- 
sets, the ratio of loans and dis- 
counts to total assets was 34.5% 
at the end of 1951 against 29.3% 
the year previous. At the same 
time, the percentage of U. S. gov- 
ernment securities declined from 
31.8% to 27.4%. 

The stock at 49 is selling only 
nominally under book value of 
$50.69 a share. Dividends at $2 a 
share were maintained on the in- 
creased amount of stock and give 
a yield of 4.1%. 





Outlook for Foreign Trade 
in 1952 





(Continued from page 453) 


Japan were $210 million in 1951, 
$182 million in 1950 and $82 mil- 
lion in 1949. 

The 1952 exports prospects 
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must be considered in two cate- 
gories: military items and com- 
mercial merchandise exports. The 
export of military end-products 
is currently moving at an annual 
rate of around 114 billion. In 
view of the fact that some $12 
billion have been appropriated on 
three different occasions for mili- 
tary aid to our allies, “the cold 
war lend-lease,” as the military 
exports are sometimes called, 
should reach an annual rate of at 
least $4 billion in 1952. The bulk 
of these products will probably be 
motor vehicles, tanks, planes, 
bulldozers, and chemicals. 


Agricultural Exports 


As to commercial exports, some 
of the agricultural products, such 
as cotton and wheat, will un- 
doubtedly move abroad in larger 
quantities. On the other hand, the 
tightening dollar situation may 
result in a further decline of our 
exports of fruit, tobacco, and 
other “luxury” products, some of 
which were already affected dur- 
ing the latter half of 1951. For- 
eign countries will undoubtedly 
also buy more coal and petroleum, 
and in the case of Great Britain, 
more steel. 

With Western Europe preoccu- 
pied with rearmament, we will 
continue to be the world’s chief 
source of capital goods—machin- 
ery, motor vehicles, and equip- 
ment of all sorts. The exports of 
these products and of some house- 
hold appliances, however, are 
likely to be affected not by lack of 
orders, but by their availability. 
Exports of hardware, steel mill 
manufacturers and, above all, of 
textiles will probably not fare too 
well. They are bound to be af- 
fected by dollar shortages on one 
hand, and on the other by in- 
creased competition from Western 
Europe and Japan. 

The best opinion is that the 
1952 exports of commercial mer- 
chandise will be around $13.5 bil- 
lion or about the same as in 1951. 
However, including exports of 
military end-products, overall ex- 
ports in 1952 should reach the 
unprecedented total of some $17.5 
billion. 

As to the destination of our 
exports, military shipments are 
likely to swell our exports to 
Western Europe from the prelimi- 
nary figure of $4.9 billion for 1951 
to $7.5 billion and possibly more. 
Our exports to Latin America will 
probably decline from the 1951 
figure (preliminary) of $3.7 bil- 


lion, partly because of the inven 
tory situation in some countrig 
(Mexico), the dollar shortag| 
(Chile, Uruguay, Argentina ani 
Brazil), or increased competition 
from Europe and Japan. 

Our exports to Canada should 
be maintained at about the same 
level as in 1951 ($2.7 billion), 
The Far East and Southeastern 
Asia, which continue to add tp 
their gold and dollar holdings, 
should increase their purchases ~ 
here materially. More busines 
with Australia, South Africa, and 
the Belgian Congo is also antici. 
pated. 

In general, as will be seen from 
the table giving a preliminary 
1952 estimate of U. S. interna. © 
tional payments, the amount of 
dollars received or earned by for- 
eign countries during the current 
year should be somewhat larger 
than the amount of dollars that 
foreigners are expected to spend 
here in payment for merchandise 
or services (shipping), or in pay- 
ment of interest and dividends. 

The latter payments, inciden- 
tally, are approaching an annual 
rate of about $2 billion and reflect 
the tremendous growth of U. §. 
Government and private invest- 
ments abroad. If this assumption 
is correct, the inflow of gold to 
this country should peter out dur- 
ing the latter half of the current 
year. This would mean that the 
existing pressure on some foreign 
currencies, the pound sterling in 
particular, would be at least par- 
tially lifted. 
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them beyond the mere mention to 
suggest their importance to fu- 
ture growth. No official informa- 
tion is available to indicate the 
dollar volume involved or the 
type of work being done. It is 
judged, however, that until re- 
cently not a great deal of manu- 
facturing space has been devoted 
to war projects. It seems possible, 
however, that with completion of 
research activities, more attention 
may be devoted to production this 
year. 

From the investor’s standpoint, 
a significant development has been 
the post-war uptrend in earnings 
and particularly the profit spurt 
in 1950 coincident with the TV 

(Please turn to page 490) 
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What's your stake 
in adequate railroad revenue? 


Because railroad service is vital to the life and progress 
pros 


of the nation and everyone in it, you have a real stake 


in railroad health and prosperity. That’s why America’s 


railroads feel that you will want to know about their 


need for more revenue—to enable them to keep on meet- 


ing your transportation needs and those of the nation. 


It takes money to keep up tracks and buildings 


and signals . . . to keep cars and engines in run- 
ning condition . . . to operate trains and turn out 


transportation service. 


It takes still more money to buy new cars and 
locomotives, lay heavier rail, install improved 
signals, build better shops, and make all the 
other improvements necessary to keep pace with 
national transportation needs. 


Since the end of 1945, the railroads have spent 
an average of more than a billion dollars a year 
on improvements alone — including more than 
400,000 new freight cars and 14,000 new loco- 
motive units. 


But still more is needed — and since fighting be- 
gan in Korea the railroads have ordered 200,000 
freight cars and more than 6,000 new units of 
locomotive power. 


In part this has been — and is being — financed 


through installment buying of cars and locomo- 
tives; in part, through drawing on the working 
capital of the railroads. 


But this working capital has now been dimin- 
ished to where the railroads have in their treas- 
uries only enough to cover current cash expendi- 
tures for less than a month. 


National needs of commerce and defense require 
that expansion and improvement of facilities 
must go on. To meet the expenditures necessary, 
the railroads can no longer rely on reserves. They 
must depend on the kind of financing which can 
be supported only by earnings more nearly ade- 
quate than in 1951. 


Such earnings — needed to sustain the credit 
without which the railroads could not continue 
their vital program of building to meet trans- 
portation demands — can come only from freight 
rates based on current costs. 


Association of American Railroads 


Transportation Building, Washington 6, D. C. 
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boom which led to a substantial 
boost in dividend payments. Until 
four or five years ago, earnings as 
well as dividends were restricted, 
with heavy outlays for research 
as well as keen competition in the 
radio field doubtless important 
factors. But with the advent of 
television and a consequent up- 
surge in sales volume, profits 
grew to a level where larger dis- 
bursements were possible. Pay- 
ments rose to $1.50 a share in 
1950 from fifty cents in 1949, and 
last year have held at $1 a share— 
five times the 20-cent annual rate 
that prevailed for so many years. 

Adoption of a more liberal divi- 
dend attitude has encouraged in- 
terest among investors, quite 
apart from the undeniable growth 
potentials inherent in the com- 
pany’s activities. The stock long 
has been a speculative favorite 
and has enjoyed considerable mar- 
ket .activity over the past year 
when it advanced from a low of 
16%% to a high of 2514. At present 
it sells around 24%%, yielding 
somewhat over 4% on last year’s 
$1 dividend, a rather low return 
under today’s market conditions 
and implying no doubt the growth 
premium investors are willing to 
pay. 

However, in view of the sub- 
stantial price advance the stock 
has had last year, the pace of fu- 
ture appreciation will likely be 
slower though the stock is gener- 
ally regarded as a worthwhile 
medium for participation in the 
long term growth of television 
and electronics generally. The 
question of just what these po- 
tentials may mean in terms of fu- 
ture earnings progress and divi- 
dend expectations, particularly 
under the competitive conditions 
which are bound to prevail upon 
return of more normal conditions, 
is for the future to answer. 
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$1.74 a share for the same period 
1950, and $2.50 a share for the 
full year 1950. Present volume of 
new business, in addition to the 
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release of facilities for manufac- 
turing equipment for the military, 
should permit the company to 
maintain earnings on the 1951 
basis. Dividends at $1.50 a share 
last year were liberal. If main- 
tained this year, they would pro- 
vide a yield of 9.3%, which would 
indicate an slink of uncer- 
tainty. However, the longer range 
prospects are a more important 
consideration. 

Remington-Rand, Inc., known 
as the largest manufacturer in 
the United States of office ma- 
chines and equipment, has been 
diversifying its activities on an 
impressive scale. The most impor- 
tant of these is its rapid extension 
into foreign markets where it now 
occupies an increasingly impor- 
tant place. Among the more recent 
developments has been the estab- 
lishment of good-sized plants in 
Japan and Italy. Of great impor- 
tance is the new electronic sys- 
tem for business and science and 
also the expansion of activities in 
the photographic field, especially 
microfilm and equipment for the 
production of mass volume of 
copies, and the development of 
industrial television. 


Good Earnings Record 


Earnings have been satisfactory 
since the end of World War II. 
For the first nine months of 1951, 
they were $1.92 a share compared 
with $2.87 a share for the fiscal 
year ended March 31, 1951. Esti- 
mates for the current year range 
as high as $3-$3.25 a share. The 
stock is one of the comparatively 
few among the more representa- 
tive low-priced shares to have 
scored an appreciable gain in 1951 
but even at present advanced 
prices possesses attraction from a 
longer-range viewpoint. 

Greyhound Corp. which, to- 
gether with its subsidiaries, oper- 
ates over 90,000 miles of bus lines, 
has not been able to earn impres- 
sive amounts in the past few years 
and has been handicapped in se- 
curing passenger rate rises from 
both the Interstate Commerce 
Commission, which governs its 
inter-state business, and from the 
State Commissions which govern 
intra-state rates. The slowness 
with which applications for rate 
increases has been forthcoming is 
a paramount factor in holding 
earnings down to the low levels 
of recent years. 

This is a specially important 
matter as cost of operation has 
increased. In order to improve op- 






erating efficiency, the comp. 
has taken successive steps to; 
sorb other bus lines in vari 
sections of the country. Earniy 
from 1949 through 1951 hy 
averaged about 30% less than; 
1947-48 and at present are coy 
ing the $1 dividend by a mok 
margin. The stock has sold in 
extremely narrow range for { 
past five years, from 9 to 13814; 
at present is selling at slight 
under 12. Unless rates can be @ 
vanced, it is not likely that : 
earnings picture will change my 
in the near future. a 
























Outlook for Packard 


Packard Motor Car Co. § 
among the most sluggish listing 
on the New York Stock Exchang 
with almost 14.9 million shay 
outstanding. Earnings have be 
undistinguished for years, a sit 
ation reflected in the fact that J 
stock has rarely sold much abo 
5, except in 1945 and 1946. hy 
cepting 1948, when the compar” 
shared in the generally high & % 
mand for cars, earnings ha Britis 
averaged around 40 cents a shar © 
For the first nine months of 195) 
net was 33 cents a share compatt },,, 
with 35 cents for the full ye ~ 
1950. Be. 

This unprepossessing pictur 
however, may be altered som +— 
what by the end of the year. Ty , 
company has about $300 millioni 
war orders on which it expects! 
start production in volume withi 
a few months. This could ca ;{ 
ceivably raise earnings, althoug 
the general cut-back ordered {| 
automobile production will be! 4: 
drag. About a year ago, the stoi 7 
on very large volume advanc# | 
from 414 to 6%. Under the stim: *“" 
lation of its war orders, it cou | 
repeat this pattern. At present, ! 
is selling at about 414 , 

Graham-Paige Corp. has % an 
rears of $12.50 a share on the: i 
preferred stock and $6.25 a shat’ to 
on the convertible preferred, afte 0 
recent payments of 6214 cents all 
3114 cents a share, respectivel 
on account of arrears. The com =. 
pany transferred its automotit 
assets to Kaiser-Frazier Corp. i!” 
1947 and now operates as a holé- 7 
ing company, owning stocks 1” 
various comparatively small cot |. 
panies in different fields. F 

The real market interest in thi }. 
stock centers on the company’ 
100% holding of R. Olsen Oil Co. | 
which cost about $2.5 millio 1," 
This concern has varying interes 
in producing oil and gas w 
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With Accent on 
the Americas 





L inking busy ports of North and Middle 
America, the Great White Fleet contrib- 
utes to better understanding and friend- 
ship through constant development of 
freight and passenger traffic. As both 
travel and frade increase, United Fruit, 
with experienced, able personnel and mod- 
ern, fast liners, will continue to maintain 
service of the highest standard to both 










shipper and traveler. 


Great Warre Freer 


ey UNITED FRUIT COMPANY 

















; hig 4 General Offices: 80 Federal St., Boston 10 
ngs hav British Honduras Colombia Costa Rica New York 6: Pier 3, North River 
ts a shar © New Orleans 4: 321 St. Charles St. 
s of 19}; B bo Dominican Republic EI Salvador Guatemala Chicago 2: 111 W. Washington St. 
com | San Francisco 7: 1001 Fourth St. 
full’ Honduras Jamaica, B.W.|I. Nicaragua Panama Canal Zone Philadelphia 6: Pier 9, North Wharves 
J : ae — 
y pictun — ~~ 8 re Oy oe 
"ed som 
ee and operates in the Southwest and evidence of a long-term growth nel is now over $4,000 annually, 
ae ects iil ansas, in which regions it pattern. Book value is approxi- an increase of 17% in the past 
- Orit as large reserves. Graham-Paige mately $4 a share. two years alone. 


ould eg BOCk is highly speculative, with 
bw @ totally unimpressive record and 


Rasen ’s such is suitable only for those 
° “Who enjoy out-and-out specula- 
will be: 4: 
tion. 
the stoi 7 


advan | Pepsi-Cola Co. has had a poor 
he stim Parnings record in the past five 
, it cou Years with little immediate pros- 
resent, pect for improvement. In 1946, 
he stock reached a high of 4014 
has a #nd at present is selling at about 
on the eue-fourth of this price. At no 
5 a shar “Me In the past five years has the 
red, afte Stock shown any recuperative 
conta al tied which illustrates the fact 
that the high price levels reached 









iva 
sige in 1945-46 were totally unjustified 
itomotir either by actual conditions then 
Corp. Prevailing or any foreseeable 
's a holt Prospect for a resumption of earn- 
stocks i 228 power. 


nall com, !he dividend of ten cents a 
share was passed in December 
1949, and resumption seems un- 
picely in view of the low level of 
earnings. Based on figures for the 
“rst nine months of 1951, sales for 
‘the year were probably higher 
han in the preceding year but 
€ record since 1946 shows no 


st in thi 
ompany! 
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American Airlines 


We believe the analyses of the 
following two companies will also 
be of interest: 

American Airlines, Inc. report 
for the first nine months of 1951 
showed that whereas operating 
results in the earlier part of the 
year had indicated a substantial 
increase in profits could be antici- 
pated, actual earnings for 1951 
were on about a par with those of 
1950, when $1.33 a share was re- 
ported. The difference between 
actual earnings and those forecast 
is due to a rise in operating ex- 
penses and certain non-recurring 
charges. Expenses for operating 
the company have been moving up 
since the end of the first half of 
the year. One of the reasons for 
this situation is the fact that, 
along with the other major airline 
companies, American Airlines has 
been compelled to increase the 
number of its personnel to take 
care of the increased business. 
Average pay of non-pilot person- 


Compensating Factors 


Under these conditions, it seems 
that the fourth quarter will not 
add to profits, those for the first 
nine months accounting for the 
full year’s earnings. However, 
several compensating factors have 
entered the picture which will 
probably have a favorable effect 
on earnings in the coming year. 
Among these is the fact that the 
company will probably not have 
any excess profits tax to pay in 
1952. The company paid excess 
profits tax in 1951 but with the 
exemption base now broadened 
under a formula which permits 
the airlines to figure the per- 
centage derived from mail-carry- 
ing in addition to the normal tax, 
these companies probably will not 
have to meet the burden of excess 
tax payments. 

Another favorable aspect is that 
the company in 1952 will probably 
have full use of the new DC-6B 
planes. American Airlines has the 

(Please turn to page 498) 
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possibility, most equipment pro- 
ducers anticipate somewhat lower 
sales this year in so far as civilian 
production is concerned. Yet this 
may not hurt overall dollar sales 
since as in World War II, the in- 
dustry will again become an im- 
portant supplier for military 
equipment. Many defense con- 
tracts have already been negeti- 
ated but it won’t be until early 
1953 that armament production of 
the industry will reach its peak 
level. 

Civilian business will neverthe- 
less remain substantial. Farm ma- 
chinery production in 1951 was up 
some 20% from 1950, and farm 
tractor output increased 24%. 
Though official surveys indicate 
that farmers this year will need 
15% more equipment than was 
produced during 1949, allocations 
probably will reduce output to 
about 80% of the 1949 volume 
which was valued at some $1144 
billion. Manufacturer’s domestic 
shipments were around $1.56 bil- 
lion in 1950 and moderately larger 
in 1951. What with higher sale 
prices, 1952 dollar volume should 
be up, were production allowed to 
keep pace with demand, but this is 
hardly in the cards. 

The 1951 sales gain probably 
offset the moderate squeeze in 
profit margins due to increased 
costs but higher taxes may reduce 
net earnings by about 10%. This 
lower rate of profit is likely to be 
well maintained in 1952 with the 
help of growing defense business, 
despite reduced farm equipment 
output, and thus points to ample 
dividend coverage, at least as far 
as regular rates are concerned. 
Extras however may be less gen- 
erous. 


ELECTRICAL APPLIANCES — 
Despite mounting production 
handicaps during the latter part 
of the year, and a distinct lag in 
consumer interest, the electrical 
appliance industry had a banner 
year in 1951 with sales reaching 
an all-time high of $12 billion. 
Neither production nor sales in 
1952 will match last year’s; rather 
the record is likely to resemble 
the pattern prevailing during the 
second half of 1951 when output 
was considerably below early-year 
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levels. Sharp materials restric- 
tions will see to that, but in spite 
of this, the major appliance mar- 
ket will likely remain highly com- 
petitive throughout the year 
though somewhat greater price 
stability will probably prevail as 
pressure of inventory is lessening. 

In many respects, considering 
varying impacts on the industry, 
last year’s experience of leading 
companies has been quite inter- 
esting. Take Westinghouse Elec- 
tric whose 1951 production of con- 
sumer products, despite severe 
handicaps, was down only 10% 
from the record year 1950. This 
was achieved mainly by the use 
of alternate materials, design 
changes conserving critical mate- 
rials, etc. The company antici- 
pates deeper output cutbacks dur- 
ing the first half of this year but, 
barring all-out war, some im- 
provement in the autumn as 
scarce materials become more 
readily available or other alter- 
nate materials are developed. Ap- 
parently no particular pinch is 
foreseen. 


Production Expectations 
of General Electric 


General Electric this year hopes 
to produce three-quarters of the 
major appliances it made in 1951. 
This expectation is based on a 
liberal use of substitute materials 
and the hope that steel will be in 
fairly free supply during the lat- 
ter part of the year. Without the 
use of alternate materials, the 
management holds, 1952 unit pro- 
duction would be only 50% of last 
year’s total. 


This highlights the importance 
of this factor alone as far as the 
outlook is concerned. It also ren- 
ders production forecasts some- 
what difficult as far as individual 
companies are concerned, since 
much will depend on their success 
in developing and using substitute 
materials. 

For this reason, and doubtless 
others related to Washington un- 
certainties, opinions on the in- 
dustry outlook are far from unan- 
imous. It is generally realized that 
there is nothing like a reliable 
yardstick by which the 1952 out- 
put of consumer hard goods can 
be measured at this time with 
even a fair degree of accuracy 
since everything depends on the 
extent of the defense effort. Addi- 
tionally, the buying temper of 
consumers will also determine 

whether markets will be tight or 
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soft, whether there will be shor, red 
ages or not. Generally, none ay ‘ear 
expected in most appliance ling ma! 
Rather, competition is likely 4 bes 
remain keen. buy 

Despite prevailing uncertaj, lid 
ties, proposed metal allotment tle 
plus the industry’s ingenuity 4 ©" 
sure a fair volume of appliang 
output, possibly rather more tha | 
current indications seem to alloy 
for. Additionally, most companig ~ 
—and particularly the big leaden” 
—have sizeable defense contrack ° 
At Westinghouse, for instang — 








over 40% of the year-end orde 
backlog was for direct defen: — 
needs. Moreover, there is a bi 
order backlog for heavy electri 
equipment. All this should great} 
cushion the decline in consume 
products. Demand for industri 
electrical items will continue larg 
over the foreseeable future. Ani: ee 
before mid-year, about one-qua. ae 
ter of industry facilities mayk °° 
devoted to defense items. ME 
As far as earnings of applian: 
makers are concerned, they ar 
likely to continue their declines — pat 
least during the first half of th A clot 
year. The big companies with sub Bac 
stantial heavy equipment produ. 





in t 
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tion should fare better than ave: - 
age, and the same holds true fe pot 


concerns primarily engaged it an 
manufacture of industrial item cat 


ran 

Keener Competition nun 
Anticipated els, 

this 


LIQUOR INDUSTRY — The dis 45* 
tilling industry last year di SUP 
rather better than it expectel abo 
While the sales curve showé cha 
sharp peaks and valleys, it aver hig! 
aged out pretty much to the 19) MP 
volume though net profits co Tate 
tracted. While some industr 4! 
spokesmen are confident that 195 © tual 
volume may hold at last year 80m 
level, the outlook is not withot fect 
some clouds. Some even anticipati” 

a particularly troublesome yea! — ct 
due to the likelihood of declinin' | leve 
sales, increased taxes, competitit ) Pan 
battles intensified by inventor | le 
pressures, and spreading illic: Whi 
distilling operations. Just hor} 

serious any one of these factoh _ offs 
may become is a moot question 4" fro1 
this point but the industry is ™ i 
minimizing the potentiality 4) Par 
their joint impact. The concent) | outl 
is that competition will be toug | divi 
and that consumer demand mij ‘ain 
not be all that’s desired. 


rcs 





Undoubtedly high prices, b} te 
cause of the new excise tax all 
the mark-up on it, are tending 

AN 








educe liquor sales though it is too 
arly to say how great the impact 






none : . 
nce line may be. If nothing else, there will 
likely ; besome downgrading in consumer 







uying and some resort to bootleg 
ncertaiy Jiquor. At the same time, the bat- 
llotmen| tle of “Straights vs. Blends” will 
nuity ast ‘continue apace. ; 
appliang » This is not to say that liquor 
nore thy, sales will be in for a disastrous 
to alloy ‘drop. Nothing points in that di- 
ompania rection, but overall demand hence- 
rs rm ‘forth, under the depressive effect 
vie r ‘of high taxes, may hold at a some- 
pire ‘what lower level than last year. 
nd a Profit margins on the other hand 
| dou should be well maintained since 
rm a bi ‘only moderate changes in costs 
electrig sare expected. Net earnings of 
d great course will reflect the impact of 
sonsumel higher corporate income taxes but 
deal ‘any drop in final net should be 
nue lare| 88 than the decline in 1951 which 
ure re is roughly estimated at 25%. Div- 
aes mn idends, already conservative, 
quar“ should be secure. 


3 may bk 
; MEAT PACKERS—Viewing 1952 
ppliant in the light of 1951 performance, 
they a meat packers on the whole antici- 
lecline ‘pate a good year despite some 
If of th ‘clouds on their particular horizon. 
with sth © Back of this optimism is an official 
L produ forecast of a 10% increase in beef 
am my and veal supplies, and the actual 
— " " potential is regarded even greater 
a . because of the large build-up of 
al item! cattle numbers on farms and 
ranches. Some think that if cattle 
on numbers are kept at present lev- 
els, processing of cattle and calves 
this year could increase as much 
The dis 28 80% over 1951. Pork and lamb 
rear di Supplies are expected to remain 
sxpectel about the same. With not much 
show¢ change in prices, this should spell 
it ave. higher sales, and margins may 
the 19) Improve on the higher operating 
fits com Tate, pointing to well sustained 
‘ndustr earnings despite tax impacts. Ac- 
‘hat 193 tual price trends, however, are 
st year! Somewhat in doubt and could af- 
withor fect final results. 

nticipat! _ Sales for the fiscal year ended 
ne yea October 31, 1951, were at a high 
Jeclinin level but earnings of most com- 
npetitix = Panles were moderately lower 
nventor | chiefly because of price ceilings 
ie illic’ ‘which caused losses particularly 
ist hor 0 beef operations, but these were 
> factoy Offset in goodly part by profits 
estion from non-food items and rela- 
ry is nf) tively good results in the pork de- 
ality ¢ | partment. On the whole, the 1952 
oncenst\ ) outlook is favorable and existing 
ye toug, dividend rates should be main- 

ind maj | tained. 


ices, be AIR TRANSPORT-The nation’s 
, alrlines in 1952 can be expected 
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STONE & WEBSTER SECURITIES CORPORATION WHITE, WELD & CO. 


January 9, 1952. 
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to experience the greatest col- 
lective traffic year in their history, 
in continuation of the operating 
and earnings performance which 
reached new peaks last year. A 
record of over ten billion pas- 
senger miles were flown in 1951, 
an increase of 31% over the pre- 
ceding year, an achievement that 
is taken as new indication of wide- 
spread public acceptance of air 
travel for both business and pleas- 
ure. Business travel may be 
spurred further as the defense ef- 
fort expands. 

On basis of 1951 performance, 
there should be ever-widening use 
of passenger cargo and mail air 
transportation throughout the na- 
tion. High levels of production, 
expanded fleets of modern air- 
liners and the economy of air fares 
despite rising costs will likely be 
major factors in the airline busi- 
ness upsurge. 


While still a minor portion of 
the business, air cargo is a rapidly 
expanding element, still limited 
principally by lack of fully ade- 
quate all-cargo planes but steps 
are taken to meet this need. 

On the other hand, continued 
attack on the problem of reducing 
or eliminating the element of Gov- 
ernment subsidy, strengthening of 
companies by desirable consolida- 
tions and the devising of suitable 
means to meet capital require- 
ments for modernization and ex- 
panding fleets of equipment are 
among the major concern of air- 
line managements. 

For the first nine months last 
year, the industry’s operating 
revenues of $534 million were up 
some 30% from 1950, while oper- 
ating expenses rose only 21%. 
This resulted in a 109% rise in net 
operating income, indicating the 
extent to which large volume has 
overcome the effects of rising 
costs. With improved earnings, 
dividends have tended to increase, 
however moderately, for some in- 
dividual companies but dividend 
policies as a whole will probably 
continue conservative in view of 
prospective capital requirements. 
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While the traffic outlook jg 
promising, taxes of course will he 
higher despite a favorable EPT 
exemption base. Moreover, lowe 
mail rates will be in effect fo 


most companies. Though the 
strong leverage characteristic jp. 
herent in most airline shares js 
now operating favorably, theg 
factors may slow down somewhat 
the profit increase in prospect. The 
overall outlook, strengthened by 
a powerful growth element, never- 
theless remains highly promising, 





A Realistic Appraisal 
of Truman’s Program 
and Budget 





(Continued from page 443) 


in defense outlays. 

To support this view, it points 
out that the annual level of outlays 
was reduced by more than $60 bil- 
lion between 1944 and 1947, and 
sustained at the lower level until 
well into 1950. The Council con- 
cluded that there is no reason to 
accept the gloomy hypothesis that 
we would do a worse job of adjust- 
ment when defense spending de 
clines, than we did after World 
War II, particularly since the re- 
duction of arms spending would 
be of far smaller proportion. 

This of course is dealing with 
this vital subject in broadest gen- 
eralities. It ignores that general 
conditions, when the defense 
build-up is completed, may not at 
all be comparable with those pre 
vailing after World War II when 
there existed a tremendous basis 
for a prolonged boom by virtue 
of huge demand backlogs, tre 
mendous liquid savings and the 
unlimited needs of a_ starved 
world. 

Adjustment may not be quite 
as easy as the Council apparently 
hopes, unless of course it comes 
forth with a neat package of Fair 
Deal and other measures char- 
acteristic of its economic think- 
ing. Mr. Keyserling on previous 
occasions has called for “new eco- 
nomics for new problems.” Many 
are frankly afraid of them, see- 
ing therein nothing but the vari- 
ous components of the New Deal 
and Fair Deal. And this would be 
neither reassuring to business _ 
to the taxpayer, nor would it 
augur well for maintenance of our 
economic and personal freedoms. 

One feels all the stronger about 
this since the Council does not 
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share the widely held belief that 
the economic limit of taxation has 
peen reached though it conceded 
that taxes have risen rapidly and 


WHAT'S AHEAD FOR SULPHUR? 


























‘t for} to such levels that their tendency 
1 the} ¢) discourage business expansion For more than a year now the nation has been short of sulphur. 
tic in. and investment “must be care- While U. S. production of this indispensable raw material has 
res is fully watched.” It supports the more than equalled U. S. requirements, the supply hasn’t been 
these President’s advocacy of higher enough to provide for all of the needs of our expanding economy 
ewhat F taxes. and the demands of our Allies as well. 
t. The Here is what the Council’s re- As we enter 1952, a year which will bring new and larger 
od by t has to say, more specifically demands for essential materials from the national defense pro- 
lever- othe economic outlook for 1952. gram, the U. S. faces a continuing shortage in sulphur. Our needs 
ising, Deion that total security ‘casinaii. at home may well increase. Government-directed shipments to 
ditures will increase from the friendly nations will mean further sharing of a substantial portion 
— present annual rate of $45 billion of our brimstone output. In the coming months total demand— 
I to almost $65 billion by the end —— and — a to outstrip —- = 
: . ‘g As a major producer of brimstone, we are endeavoring to do 
“ : Se ba — all we can to alleviate the shortage. We are developing two new 
pe ip ard goods” and construc- sulphur mines, one of which, at Garden Island Bay in the marsh- 
— } tion. For 1952 as a whole, between land near the mouth of the Mississippi River, is expected to 
3) 11% and 18% of total national yield 500,000 long tons of sulphur yearly when placed in pro- 
production would be devoted to duction near the end of 1953. We shall continue to seek new 
security. deposits of brimstone and other sources of sulphur so that 
ints It hie that the procurement industry “a —— will be able to obtain the supplies they 
" a aa . . so urgently need. 
me ae will Pro eS _ While 1952 will be another year of shortage, it also will witness 
and ate At their peak, military important steps forward in over-all efforts to make available 
until requirements “it takes roughly more sulphur. More than half a hundred projects to increase 
con- | one-fifth of as nation’s steel sup- supply are being undertaken in 19 Free World countries. 
mn tof ply, one-third of the copper sup- 
— ply and about half the aluminum FREEPORT SULPHUR COMPANY 
de- supply ; OFFICES: 122 East 42nd Street, New York 17, N. Y. MINES: Port Sulphur, La., Freeport, Tex. 
y 
= Sharper Cuts for Second Quarter 
ould ; ; : 
| As for non-military use of these None of these general com- relating to production expansion 
with | metals, the Council states that a ments and observations are par- and to price and credit control. 


Unquestionably the Act must and 
will be extended, probably for no 
more than one year. Strengthen- 
ing its provisions, however will 
be a highly debatable undertaking 
and probably fall by the wayside. 

The President was insistent on 
continued military and economic 
aid to free nations and he will 
probably have his way, possibly 
with certain limitations imposed. 

The biggest item, the proposed 
$5 billion tax hike, is also the most 
questionable. Short of a miracle, 
Congress won’t approve it. While 
political considerations doubtless 
loom large, there is also wide- 
spread belief that the actual de- 
ficit will be substantially less than 
the President’s estimate. The lat- 
ter, in the first place, is a book 
deficit, not a cash deficit and the 
cash deficit will likely to run con- 
siderably lower, portending a 
much smaller actual deficit by the 
end of fiscal 1953. At any rate, un- 
til Congress sees clearer in the 
matter, it will not jump. 


As far as the entire legislative 
program is concerned, it looks 


ticularly unexpected but they do 
throw light on official thinking 
and planning. Of particular inter- 
est is the Council’s attitude in the 
wage question. Referring directly 
to the steel wage case, the Ad- 
visers declared that it cannot be 
stated too strongly that, while ef- 
fective price control] depends up- 
on effective wage stabilization, it 
also depends upon cost absorption 
where feasible, instead of auto- 
matic escalation of cost increases 
into price increases. By this, the 
Wage Stabilization Board seems 
to have its line of policy laid out 
pretty clearly. 


gen- reduction of over 20% in total 
eral | Output of consumer supplies— 
ense | housing, autos, appliances etc.— 
it at | from the 1951 level is indicated 
pre-| by materials allocations for the 
shen | ‘rst quarter, but sharper cuts 
asis | Have already been announced for 
rtue | the second quarter, increasing the 
tre- | tatio of reduction. 


the As tentatively planned, Govern- 
rved | Ment-aided industrial expansion 
programs will expand from a level 
uite | of about $14 billion in 1951 to 
ntly | Some $15.5 billion a year over the 
mes | Next two years, with another $5 
Mair | billion for investment for certain 
har- | Public works. In the Council’s 
ink- | °Pinion, all other types of private 
‘ous | 42d public investments will be re- 
eco. | duced this year at least one- 
any | Warter from last year. 

see- As to price-wage controls, the 
ari- | general policy should be to hold 
Jeal | the price line pending issuance of 
ibe | ‘tailored” regulations. Eventu- 
nor } ally selective controls may replace 
| jt } general controls. On wages, the 
our | Council feels that allowances for 
ms. | Productivity should be held to the 
out | likely productivity increase for 
not | the economy as a whole—that is 
around 2% to 3%. 


Enactment of Program Dubious 


Again, to carry out his eco- 
nomic program, the President in 
his Economic Report proposed a 
twelve-point legislative program 
largely along the lines of that con- 
tained in his State of the Union 
message. The outlook for its en- 
actment is not very good. 

Thus he demands renewal of 
the Defense Production Act for 
two years, and a strengthening of 


its provisions, particularly those (Please turn to page 496) 


FET 
PE 495 


JANUARY 26, 1952 

















+e SD TS BWVAWSVWTWTWWTVVWVY2VSAAO 


© 


Southern California 
Edison Company 





DIVIDENDS 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 
DIVIDEND NO. 8 


CUMULATIVE PREFERRED STOCK 
4.88% SERIES 
DIVIDEND NO. 17 
The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 
25 cents per share on the 
Cumulative Preferred Stock, 
4.08% Series; 
’ 301% cents per share on the 
Cumulative Preferred Stock, 
§ 4.88% Series. 
4 The above dividends are pay- 
§ able February 29, 1952, to 
4 stockholders of record Febru- 
40s ary 5, 1952. Checks will be 
; mailed from the Company's 
(office in Los Angeles, February 
; 29, 1952. 
> 
» 4 
, 
} 
P 


> * * 22224 2424742427747 4" i i i ti 


+> es es eee 22 2 


P.C. HALE, Treasurer 
January 18, 1952 
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PREFERRED DIVIDEND 

The Board of Directors has this day declared 
we Regularly Quarterly Dividend of fifty cents 
ss .50) per » on the $2.00 Cumulative Pre- 
erred Stock of Crown Cork & Seal comeeny, 
Inc., payable March 15, 1952, to the stoc 
holders of — at th® close of business 
February 19, 1952 

The transfer books will not be closed. 


COMMON DIVIDEND 

The Board of Directors has this day declared 
a Dividend of twenty-five cents ($.25) per 
share on the Common Stock of Crown Cork & 
Seal Company, Inc., payable February 29, 1952, 
to the stockholders of record at the close of 
business February 5, 1952 

The transfer books will not be closed. 

WALTER L. McMANUS, Secretary 

January 15, 1952. 

















Uniteo Srates Lines 
CompPpaNy 


Common 
Stock 
DIVIDEND 


The Board of Directors has authorized 
the payment of a quarterly dividend of 
fifty cents ($.50) per share payable 
March 7, 1952, to holders of Common 
Stock of record February 21, 1952, who 
on that date hold regularly issued Com- 
mon Stock ($1.00 par) of this Company. 

CHAS. F. BRADLEY, Secretary 
One Broadway, New York 4, N. , A 
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A Realistic Appraisal of 
Truman’‘s Program 
and Budget 





(Continued from page 495) 


very much as if “The Noes have 
iggy 

In summary, the presidential 
messages were rather smooth and 
non-committal in many points, 
and primarily intended to soothe, 
it seems. Hence the impression 
that if nothing else, they were 
good campaign material. Cer- 
tainly they contained plenty of 
bromides and wishful thinking, 
but they added little if anything 
to what we know about the 
present Administration line of 
thought either shorter range— 
dominated by the defense effort, 
or longer range—with respect to 
the post-defense period. 

While the Council of Economic 
Advisers in its own report tried 
hard to rationalize the Admini- 
stration program, it did not do it 
very convincingly. And its self- 
assurance with which it views the 
problems of the post-defense era, 
is rather on the disturbing side. 
Here is what Mr. Keyserling had 
to say about it: He felt it too early 
to draw up a blueprint for that 
period but thought that “we draw 
assurance from the knowledge 
that the general techniques to be 
used when conditions change are 
fairly well known and accepted.” 
Coming as it does from Mr. Key- 
serling, this is not reassuring! 
For it clearly means that we shall 
have more of the “‘new economics” 
advocated by the Council’s chair- 
man. 

Nearer term, the outlook is 
fairly simple and clear-cut. Con- 
gress will try to go home as soon 
as possible for campaigning. Big 
spending will continue. There may 
be some cut in foreign aid. There 
will be no change in taxes. And 
possibly the control law will be 
weakened rather than strength- 
ened. That at least is the way it 
looks from here. 





The Trend of Events 
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The trouble is that there can be 
no stable regime in France so long 
as the three largest parties re- 
main outside—that is the Social- 
ists, the deGaullists and the Com- 


THE MAGAZINE OF 


munists. This brought the Plevey 
Government down, and others be. 
fore. Sooner or later, the five ma. 
jor non-Red groups must decide, 
and probably sooner, what kind of 
a Government they want in the 
future, right or left, since the 
Center possesses less than half of 
the assembly seats. Until this 
basic question is answered, any 
Government including that of Ed. 
gar Faure, will be only stop- -Zap, 

With France the key nation jn 
the North Atlantic Treaty Organ. 
ization, such political instability 
is a decided drawback from the 
standpoint of N.A.T.O.’s progress 
and operations. Since this country 
does so much in supporting the 
Western European defense build. 
up, the matter is hardly academic 
as far as we are concerned. Un. 
fortunately there is little if any. 
thing we can do about it. 





Outlook for Appreciation 
in Selected Stocks 
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“makings” of a really dynamic 
psychology shift, either bullish or 
bearish. Nor is a basis for de 
parture from a “market of mod- 
eration” apparent in the immedi- 
ate economic environment. Civil- 
ian business activity remains 
merely fair-to-middling, and is 
somewhat disappointing in some 
lines. Sensitive commodity prices, 
after an intermediate recovery, 
have been sagging irregularly in 
recent weeks. The maximum stim- 
ulus of the arms outlays and the 
projected Federal deficit spending 
is still some months ahead. The 
March 15 tax payments will drain 
a great deal of cash out of individ- 
ual and corporate hands; and may 
have some effect on the _ stock- 
market supply-demand balance— 
which is presently on the con- 
structive side as shown by our 
Indicator chart on the first page 
of this discussion—in February 
and March. 

To the extent that any general 
advice can serve the varying ob- 
jectives and requirements of the 
many thousands of readers of this 
Magazine, it is, as heretofore, to 
maintain substantially invested 
positions in selected stocks, while 
holding reasonable reserves for 
future buying opportunities. 
Where idle funds must be en- 
ployed to produce income, current 
conditions argue for preferment 


(Please turn to page 498) 
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YOUR PROGRAM FOR INCREASED 
PROFIT AND INCOME IN 1952 


All of us must expect 1952 to be a year of change 
and revision — in defense versus civilian production, 
in politics, in taxes, in our economy. For the investor 
all these developments boil down to the simple prob- 
lem “what and when should I buy — when should I 
take profits and reinvest —for income of 6% and 
more plus strong capital growth in 1952?” 


That is the problem THE INVESTMENT AND 
BUSINESS FORECAST is designed to solve for you 
now and throughout the year ahead by specific 
unhedged recommendations. 


EXCELLENT OPPORTUNITIES IN 1952 

Our analysts have been carefully studying the position 
and prospects of the corporations which seem best 
situated in the coming year — candidates for higher 
earnings — large dividend disbursements — profitable 
market action. But selection will be only one step. 
The strategic timing of each purchase and each sale 
will be a consideration of paramount importance 
which we will keep in mind throughout the year in 
serving you. 


“Thank you for your valuable and helpful advice.” 


Appreciative comments such as the above received 
December 6th, 1951, from school superintendent in 
California illustrates the satisfaction of an investor 
who has been with us since 1944. We are confident 
that our record in 1952 will continue to earn for us 
such comments of enthusiasm on results achieved. 


THREE DIVERSIFIED PROGRAMS COMPLETE 
IN ONE SERVICE 


—For Backlog Investments 
—For Appreciation with Income 
—Low Priced Shares for Large Pecentage Growth 


The Investment and Business Forecast brings you 
three, prudently diversified programs to meet your 
every objective. All are provided under your single 
enrollment. 


ADDED FEATURES INCLUDE... 


Consultation by Wire and by Mail ... To keep your portfolio ona 
sound basis, you may consult us on 12 securities at a time... 
by wire and by mail. 


Business Service .. . Weekly review and forecast of vital happen 


ings as they govern the outlook for business and individual 
industries. 


Washington Letter . . . “Ahead-of-the-news” weekly reports from 
our special correspondent on legislative and political develop- 
ments weighing their effects on business and securities. 


Enroll now — to secure our special recommendations 
for BETTER-THAN-AVERAGE PROFITS, and con- 
tinuing advice telling you exactly when and what to 
buy so that you may derive the utmost gain and in- 
come. AND, if you will send us full data on your pres- 
ent holdings and cash position you will receive our 


advice at once—WHAT TO SELL—WHAT TO HOLD. 


You are invited to take advantage of our Special 
Enrollment Offer which provides FREE SERVICE to 


February 26th. Mail the coupon below .. . today. 








Mail Coupon (-------- ; 


FREE SERVICE TO FEBRUARY 26 b —— eae ee { 





Joday ! 
Special Offer 
6 a“ $60 


MONTHS’ 
12 service $100 


Special Delivery: 0 
CJ] $8.00 one year. 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [) $60 for 6 months’ subscription; [] $100 for a year’s subscription. 
(Service to start at once but date from February 26, 1952) 
SPECIAL MAIL SERVICE ON BULLETINS 


Air Mail: [) $1.00 six months; [J $2.00 
one year in U. S. and Canada. 
$4.00 six months 


(J Telegraph me collect in anticipation of 
important market turning points...when 
to buy and when to sell...when to ex- 
pand or contract my position. 











IRIN NN Pc BE ae A seca UE ale el ne, i eee ena 
Complete service will start at UNDE Boreas tet Sa pli ib Ne are nee 
once but date from February 26. Cit Gaston 
Subscriptions to The Forecast Your subscription shall not be assigned at List up to 12 of your securities for our 
are deductible for tax purposes. any time without your t initial analytical end v 
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Outlook for Appreciation 
in Selected Stocks 





(Continued from page 496) 


of good-grade defensive stocks 
and/or for some increase in hold- 
ings of high-grade corporate 
bonds or preferred stocks, with 
many of the best of the latter now 
offering yields of 4% to 4.5%. 
Everything points to a continuing 
highly selective stock market. Op- 
portunities in individual securi- 
ties, whereby portfolios can be im- 
proved as regards income, or 
safety or potentiality for capital 
gain over a reasonably extended 
period, will continue to be singled 
out for analysis, as usual, else- 
where in the Magazine.—Monday, 
January 21. 





As | See It! 





(Continued from page 437) 


want Britain and the U.S. to 
promise aid on the scale of Korea 
if the Chinese intervene in Indo- 
China. But the Big Two are un- 
willing to commit themselves to 
more than air and naval support. 
Even that, with U.N. forces 
bogged down in Korea, will not 
be easy. 

Churchill’s address to Congress 
was essentially a plea for Anglo- 
American unity upon the world 
stage, a plea doubtless motivated 
and strengthened by the growing 
threat in Southeast Asia. To bring 
about such unity, he apparently 
was willing to make some con- 
tributions. He had faint praise 
for our policy towards the Chinese 


‘ nationalists whom not so long ago 


the British Government was will- 
ing to sell down the river to buy a 
meaningless truce with Red China 
—the very country British sol- 
diers are now fighting in Korea. 
Certainly the British Govern- 
ment will have to follow through 
this new line by further actions, if 
a united front in Asia is to be 
established. Britain’s attitude in 
the Iranian question has been 
hardly conducive to sympathetic 
cooperation, and the same can be 
said of the British policy regard- 
ing Korea, the treatment of 
Japan, and the role of Hong- 
kong’s trade with Red China. 
Perhaps all this will change 
though we are not too sanguine 
about it. Churchill’s intimation 
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that if a truce reached in Korea 
will be broken, Britain’s response 
will be “prompt, resolute and ef- 
fective” may presage full British 
support for the kind of direct 
attack on centers of Chinese 
strength which the British so 
much opposed when MacArthur 
advanced the idea. Unfortunately 
the statement has already been 
greatly weakened by repeated de- 
nial of the British Foreign Office 
that Britain had pledged itself 
automatically to strike at Red 
China if the communists breach a 
Korean truce. 

Meanwhile one cannot help fear- 
ing that the continued stalemate 
of the Korean truce talks is a 
ready-made trap designed to keep 
up bogged down while the com- 
munists prepare for further ag- 
gression. 





A Timely Reappraisal of 
Low-Priced Stocks 
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best route density of the major 
airlines with a low service mail 
route of 45 cents a ton mile. This 
gives it a strategic advantage. The 
modernization program for add- 
ing to equipment as well as to new 
planes is far advanced and the 
company should be able to reap 
the benefits of these improvements 
over the coming years. In 1949 
and 1950, the company was the 
lowest-cost operator among the 
large airlines. 


Dividends at Conservative Rate 


Owing to the enormous expan- 
sion program, dividends are being 
kept on a conservative basis, fifty 
cents a share having been paid 
last year. The stock, which is cur- 
rently selling at somewhat under 
16, has had a narrow price range 
in 1951. Last summer, a block of 
257,000 shares of the common 
stock at 155% was distributed in a 
secondary offering for the account 
of Aveo Manufacturing Co. which 
had owned the stock since 1936. 
Considering the undeniably good 
prospects ahead for the company, 
the stock seems to be a worth- 
while holding as a speculation for 
the longer-term. 

Sutherland Paper Co., whose 
common stock was split last June 
on a two-for-one basis, has turned 
in an exceptional earnings report 
for the first nine months of 1951, 
with $2.31 a share against $1.30 


for the corresponding period of 
1950. Sales for this period were 
almost equivalent to those of the 
full year 1950, the figures being 
$37.9 million and $38.4 million re- 
spectively. 


Company in Growing Field 


The company operates in an es- 
pecially strong section of the pa- 
per industry, being one of the 
largest manufacturers of cartons, 
used in the packaging and protec- 
tion of food. This is a field which 
has been growing rapidly in re. 
cent years. Approximately 65% 
of sales consist of custom-built 
packages which are sold to indus- 
trial consumers, the balance of 
conventional paper-board and 
other goods to the wholesale 
trades. The company has been ag- 
gressive in building up its plant 
and facilities, in 1950 securing ad- 
ditional sources of sunbleached 
sulphite pulp. These additions 
have been necessitated by the 
steady advance in the company’s 
sales which have increased in the 
past decade from $13.3 million in 
1942 to $39.4 million in 1950. 
Total sales for 1951 should have 
approximated close to $50 million. 

Recent changes in the capital 
structure have been important. 
Last June, the company placed 
privately $5.5 million 314% notes, 
to retire $3.1 million funded debt 
and to use the balance for addi- 
tional working capital. Also the 
old 414% preferred stock was 
converted into common, and a new 
convertible preferred stock was 
authorized. 


Earnings Well Maintained 


Earnings for 1951 which have 
not been reported as yet were 
probably close to the $3.83 a share 
earned in 1950. This is a very good 
showing in consideration of the 
larger number of shares outstand- 
ing after the preferred stock con- 
version. Dividends on the new 
stock are at a regular 3714 cent 
basis, but the last payment in- 
cluded 214 cents extra bringing 
the full rate up to 40 cents. At 
current prices of about 24, the 


- yield is 5.3%, on the basis of the 


regular dividend. 





PLEASE SEE NEXT ISSUE FOR 
A LIST OF CANDIDATES 
FOR STOCK SPLITS 
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TIME TO REAPPRAISE 


SECURITY 


S an alert investor, it is natural, to check 
your investments early in the new year, 
with an eye to strengthening the income and 
profit possibilities of your account and its 
intrinsic quality—in line with prospects for 


1952. 


This is particularly important today, be- 
cause of the mixed outlook for corporate 
income and dividends under new taxes and 
tremendous defense spending. In addition, 
1952, should prove a highly eventful presi- 
dential election year, making it doubly vital 
to your interests that you follow a sound and 
resourceful investment policy. 


There will be high rewards for discriminat- 
ing judgment—great opportunities for new in- 
vestments, too—regardless of taxation—as our 
swiftly paced economy moves into high gear 
under the impetus of rearmament. 


STRATEGIC AND IMPORTANT POINT 
TO REVISE YOUR INVESTMENT HOLDINGS 


The present-NOW-represents a particular- 
ly strategic time to recheck every individual 
security you own, as well as the investment 
policy YOU are following, in relation to cash 
reserves, income productivity, inflationary 
versus deflationary factors and other influ- 
ential forces. 


Such reappraisal must be searching and 
factual, and must avoid personal emotions 
and subjective considerations. 

It is a difficult task for any individual in- 
vestor. Rather it is a job for an organization 
of well trained, seasoned experts in the vari- 
ous phases of investment analysis. 
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HOLDINGS 


MANAGING YOUR SECURITIES 


Just as any business venture rises or falls by 
reason of management—so the healthy expan- 
sion—or the shrinkage—in your capital and 
income are governed by the competence and 
nature of the management of your investment 
account. 

Capable management must construct a bal- 
anced portfolio, soundly diversified as to type 
of security, nature of business, geographical 
location and political influences. 

It must plan to produce an income return 
to meet your individual needs and to provide 
a degree of safety to fit your personal cir- 
cumstances. 

Proper supervision of securities should 
anticipate dangers ahead and take steps to 
protect principal against loss. It should see 
new opportunities developing and set up a 
program to participate fully in income and 
profit benefits to be derived. 


CONTINUOUS PERSONAL MANAGEMENT 


Investment Management Service takes the 
initiative in advising you when any change 
should be made in your personal investment 
holdings. You would be relieved of worry, 
effort and research and would never be left 
in doubt as to your market position. It is this 
alert, unbiased counsel which clients have 
renewed year in and year out. 

NOW, with the market in a difficult phase, 
you should investigate this Service, by taking 
advantage of the special invitation below. 
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Listen! 


...wherever women get 
together, the new motion pic- 
ture, “Breast Self-Examina- 
tion” is news! . . . at neighbor- 
hood and civic centers... in 
factories and business offices 
...at social, fraternal and 
service meetings, we are show- 
ing this film to countless thou- 


sands of American women. 


If you don’t know where you 
can see this film, telephone the 
American Cancer Society of- 
fice nearest you, or address 
your letter to “Cancer” in care 
of your local Post Office. An 
A.C.S. educational program 
may save the lives of many 
of your neighbors, fellow- 


workers or friends. 


American 
Cancer 
Society 











BOOK REVIEWS 





THE DECLINE OF LAISSEZ FAIRE 
By HAROLD U. FAULKNER 


In this period between wars the pat- 
tern of our twentieth-century economy 
took form; THE DEC INE OF LAISSEZ 
FAIRE analyzes this crystallization with 
notable clarity and thoroughness. Here 
are detailed accounts of the great over- 
seas expansion which followed the Span- 
ish-American War and of the develop- 
ment of economic imperialism; of the 
wave of industrial consolidation from 
1897 to 1904; of the expansion and dom- 
inance of finance capitalism; of the 
general expansion throughout the 
period of American industry; of the 
expansion and consolidation of organ- 
ized labor. 

This expanding period witnessed the 
height of American railroad transpor- 
tation and the development or revival of 
competing forms of transportation; it 
was a period of great agricultural as 
well as industrial expansion. But it was 
also a time of enormous increase in gov- 
ernment regulation. THE DECLINE OF 
LAISSEZ FAIRE explores the interrelation 
of these developments in detail. At a 
time when the relation of government 
control to a free enterprise is the critical 
question of our economy, the back- 
ground which this analysis provides is 
an essential for every thoughtful reader. 
Rinehart & Company, Inc. $6.00 


_ HERBERT H. DOW PIONEER IN _ 
CREATIVE CHEMISTRY 


By MURRAY CAMPBELL 
and HARRISON HATTON 


Herbert H. Dow was essentially both 
a creator and a pioneer. His native 
genius and foresight enabled him to 
build a fortune from the very salts of 
the earth. As a young man he entered 
the rundimentary chemical industry of 
the 1890’s by inventing an entirely new 
method of extracting bromine from the 
prehistoric brine trapped underground 
at Midland, Michigan. His extraordi- 
nary talents were to create process after 
process and product after product until 
he and his team of fellow-pioneers had 
built up The Dow Chemical Company, 
today one of the giants of the country’s 
vast chemical industry. 

Working with borrowed money and 
homemade equipment of his own devis- 
ing, Dow first manufactured bromides, 
later adding bleach to his line. Even- 
tually phenol, magnesium, and syn- 
thetic indigo were only a few of the 
spectacular products that made Dow 
one of the great men of the American 
chemical industry. He even developed a 
process for extracting bromine from 
sea water. 

Through the pioneering efforts of 
such men as Dow, America was able 
to throw off the monopoly of the Ger- 
man chemical industry during World 
War I and to supply the chemicals 
vital to an Allied victory. 


Appleton-Century-Crofts, Inc. $3.50 


THE MAGAZINE OF 


THE ECONOMICS OF 
MOBILIZATION AND INFLATION 


By SEYMOUR E. HARRIS 


With full awareness of the crucial 
nature of the present mobilization ef- 
fort, The Economics of Mobilization and 
Inflation concerns itself with two basic 
problems: Where to obtain the resources 
for mobilization? How to contain the 
resultant inflationary pressures? The 
lessons of previous mobilization periods 
are used in answering these questions 
but with a recognition of the factors 
unique in our present effort. 

The problem of the fight against infla- 
tion is largely to preclude unfair distri- 
bution of sacrifies. Bearing this in mind, 
Professor Harris analyzes the inflation- 
ary forces involved and deals with the 
manner in which income, taxation and 
savings, and control policy must be in- 
tegrated to successfully combat our 
number one domestic enemy. Vast 
amounts of source material display the 
realities of the present emergency and 
document alternative policies and their 
consequences. 

The Economics of Mobilization and 
Inflation is relevant in the best sense of 
the word. With great cogency, Seymour 
Harris makes a clear statement of the 
problems and policies involved in our 
efforts to maintain a free world. 


Norton $4.50 


SIZING UP PEOPLE 


By DR. DONALD A. LAIRD 
and ELEANOR C. LAIRD 


What single quality is perhaps of 
more importance to business executives 
today than any other? It is the ability 
to size up people—to know how to 
judge those with whom you do business, 
to recognize the right man for the right 
job. The whole difference between busi- 
ness success and failure often rests on 
whether the people in an organization 
can work together smoothly and effi- 
ciently. Every executive sales manager, 
training director, personnel worker and 
employment counselor will find this 
book a real aid in rating the suitability 
of all sorts of people for all sorts of jobs 
on the basis of personality, intelligence, 
and ability. 

Based on a sound scientific knowledge 
of the psychology of individual differ- 
ences, the material in Sizing Up People 
is presented in simple, everyday lan- 
guage. It emphasizes the practical ap- 
plication of modern psychological 
theories in many business situations. 
Countless examples from present-day 
business and industry, as well as from 
the pages of history, clarify each psy- 
chological principle presented. Other 
practical aids include training exercises 
and self-tests which will be of inestim- 
able assistance to you in improving your 
ability for judging other people. 


McGraw-Hill $3.75 
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This battery of eight new rod mills 

is located at Anaconda, Montana. The huge 
turbine-shaped mills grind low-grade 
copper ore mined far underground by 

the block-caving method at the 

Greater Butte Project. 


Grinding out 


more 





COPPER 


to Fortify the Nation 


By April of this year, Anaconda will be 
mining about 6,000 tons of low-grade copper 
ore every day at its Greater Butté Project. The 
grinding mills pictured above are designed to 
handle an eventual output of 15,000 tons a 
day by late 1953. 


The Greater Butte Project was undertaken 
in 1948 to supplement Anaconda’s regular 
output from high-grade ore. When in full 
production, this $27 million project will add 
90,000,000 pounds a year to America’s cop- 
per supply. This wealth of copper is all in 
addition to Anaconda’s present output! 


ANACONDA 


COPPER MINING COMPANY 


America needs more and more of man’s most 
versatile metal. Industry’s demand for copper 
keeps growing as the mobilization program 
speeds up. Because copper—and only copper 
—does so many defense jobs so well, in- 
creased output is essential to preparedness. 


The Greater Butte Project is just one phase 
of Anaconda’s vast expansion, improvement, 
and modernization program. All phases share 
the same goal: more copper. The achieve- 
ment of this goal serves the country’s military 
needs today ... its peace, progress and pros- 
perity in the future. 


The American Brass Company 

Anaconda Wire & Cable Company 
International Smelting and Refining Company 
Andes Copper Mining Company 

Chile Copper Company 


Greene Cananea Copper Company 52319A 





Dealers Everywhere are Saying... 


“The Most Sought -After 
TV Set in America?” 





PHILCO 


with T'V’s Greatest 


“Power Plant” 
as 


ES, the proof comes from all sides! 
5 eas the quality leader of the TV 
industry, dominates the market today ! 
Everywhere dealers report that while 
other makes are immediately available, 
they have a waiting list for most Philco 
models. Everywhere, the public is asking 
for, demanding a Philco with TV’s 
Greatest ‘Power Plant’. Everywhere, 
Philco sets the pace ! 
This nationwide acclaim is again 
a tribute to Philco leadership in TV 
research, and to Philco’s extra quality 
and value ! For nothing less than a Philco 
can offer so much in enjoyment and last- 
ing satisfaction. No wonder, it’s the 
most sought-after TV set in America 
.unmatched for performance and 
unmatched in consumer demand! 


By a Wider Margin than Ever Before, Philco is the Performance Leader, | 
the Value Leader, the Quality Leader of the Industry 








